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NM 87102.

New Mexico.

EXPERIENCE.

POSITION.

I began my career in the

POSITION.

I am John Badal, Vice President and General Manager - New Mexico, for Qwest

Corporation ("Qwesf'). My business address is 400 Tijeras, NW, Albuquerque,

PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND CURRENT

PLEASE DESCRIBE YOUR RESPONSIBILITIES IN YOUR CURRENT

regulatory and legislative issues as they relate to the delivery of

construction of telecommunications infrastructures, the delivery of

I am responsible for the development and management of public policy,

telecommunications services within the State of New Mexico, which include the

PLEASE DESCRIBE YOUR EDUCATION, QUALIFICATIONS AND

telecommunications services, and the improvement in quality of those services in

I received a Bachelor's Degree in Latin American Literature from Temple

Latin American Literature and a separate graduate certificate in Latin American

University, summa cum laude, in 1972. In 1974 I received a Master's Degree in

Affairs, both also from Temple. I was awarded a Fulbright Scholarship for

doctoral research in Peru in ]974-75.
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telecommunications field in 1980 as state manager for Government Relations with

Mountain States Telephone & Telegraph Corporation and advanced to director of

Law & Government Affairs for AT&T for a 4-state region from 1983-1998. In

1998, J joined a public affairs consulting finn, Border States Policy Group,

headquartered in Phoenix, AZ , and became president of the firm in 1999. In

August of 2000 I joined Qwest Corporation in my current position. In my

capacity as public policy manager for past and present telecommunications

companies, and as a private consultant, I have conducted extensive research on

various telecommunications delivery systems and authored several papers on

alternative telecommunications technologies for the provision of high speed

Internet services in rural states. Portions of my papers have been added to the

New Mexico Governor's white paper on telecommunications policy, completed in

1999.

HAVE YOU PREVIOUSLY TESTIFIED IN FORMAL PROCEEDINGS

BEFORE THIS COMMISSION OR ITS PREDECESSORS?

Yes, I submitted written testimony, and stood for cross-examination on that

testimony in Utility Case No. 3215, Qwest's Alternative Form of Regulation.

DID YOU ALSO FILE AN AFFIDAVIT IN THIS CASE ON OCTOBER 5,

2001?

Yes. I filed an Affidavit that documented certain updated and additional

infonnation that I obtained regarding the extent to which local exchange service is



2

3

4

5 Q.

6

7

8

9 A.

10

11

12

13

14

15

16

17

18

N('w Mexico Public Regulation Commission
Utility Case No. 33269

Direct Testimony of John Badal
Page 3 of5

provided to residential customers in New Mexico by carriers competing with

Qwest. That Affidavit, which I incorporate in my testimony, is attached as

Exhibit JWB - 1.

DO YOU HAVE UPDATED INFORMATION ON THE SUBSTITUTION

OF QWEST'S WlRELINE SERVICE BY THE pes WIRELESS SERVICE

OF CRICKET COMMUNICATIONS SINCE THE FILING OF YOUR

AFFIDAVIT?

Yes. I have additional infonnation about how Cricket is aggressively positioning

its pes wireless service to consumers as an alternative to traditional landline

servIce. My previously filed Affidavit noted that Cricket is utilizing billboard

advertisements, its website, and prime-time television advertising to promote its

service as an alternative to conventional landline service. Since that Affidavit

was filed, I have received a Cricket direct mailer targeted to consumers with

teenage children. Like the television advertisements mentioned above, the mailer

enthusiastically promotes the simplicity and attractiveness of Cricket's local

services as a strong alternative to landline service:

Don't get another phone line. Get Cricket!

Another home phone Cricket wireless phone

• Expensive installation charges - Up to $75 • No installation charges!

• Wait around for the installer. Will they show • Pick up your new phone at your convenience!
up?

• High monthly bill • One low price - $29.95 for all local calls

• Unpredictable charges • You pay the same low price every month
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• Hard-wired to the house • Take Cricket with you all around town!
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See Exhibit JWB-2 for a complete copy of the direct mailer.

DO YOU HAVE PERSONAL KNOWLEDGE THAT SOME

RESIDENTIAL CONSUMERS ARE, IN FACT, SUBSTITUTING

CRICKET'S PCS WIRELESS SERVICE FOR QWEST'S TRADITIONAL

LANDLINE SERVICE?

Yes. I have had conversations with a number of consumers who have opted for

Cricket PCS wireless service in place of their previous Qwest wireline service or

in lieu of obtaining a second telephone line. I have found that numerous factors

might lead consumers to make such a decision. For example, the Cricket direct

mailer discussed above targets parents who may wish to disconnect their

teenager's second line and replace it with a Cricket phone to more easily keep in

contact with the teenager. In other cases, there may be multiple parties living in a

single home, each of whom needs his or her own telephone line; Cricket offers

such consumers the advantages of individual billing, privacy, and mobility. Still

other consumers may simply like the concept of having access to their phone at all

times, whether they are at home or at the grocery store. Attached as Exhibit

JWB-3 are the Affidavits of several consumers who have opted for Cricket pes

wireless service in place of Qwest wireline service.

WHAT DO YOU CONCLUDE?
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The evidence presented to the Commission in my Affidavit filed October 5, 2001

and as updated in this testimony today, demonstrates that Cricket is actively

marketing its wireless pes service as a substitute for traditional wireline

telephone service, and that a number of customers in New Mexico are buying

Cricket's service to replace their telephone lines or in lieu of getting a second line.

As a result, Cricket is directly competing with Qwest in the residential telephone

service market in New Mexico. This evidence, coupled with evidence provided

by Mr. Teitzel in this proceeding, shows that consumers in New Mexico have

access to competitive alternatives for residential telephone services. I respectfully

request the Commission to find that local exchange competition for the residential

customer is in existence in New Mexico, and therefore, that Qwest has fully

satisfied Track A requirements in this state.

DOES THIS CONCLUDE YOUR TESTIMOl\'Y?

Yes.
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I, John W. Badal, being first duly swom, depose and state that I am the individual whose
prepared Qwest Corporation "Track A" Direct Testimony accompanies this Affidavit,
and that said "Track A" Direct Testimony is true and correct to the best of my knowledge
and belief, and, further, that these statements are true and accurate answers to the
questions contained therein, and that I adopt those as my sworn testimony in this
proceeding.

Date: November 15, 2001
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SUBSCRlBED AND SWOR..~ TO before me this 15th day ofNovember. 200l.
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Notary P{iblic\

/ >3 "3 -.2 Q&.3

'. ~..... ~.'
....... ~ .

.. ----~ ... . '



Lxh~bit J\,'b-l

BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION

IN THE MATTER OF QWEST
CORPORATION'S SECTION 271
APPLICATION AND MOTION FOR
ALTERNATIVE PROCEDURE TO
MANAGE THE SECTION 271 PROCESS

Utility Case No. 3269

AFFIDAVIT OF JOHN W. BADAL

STATE OF NEW MEXICO
55.

COUNTY OF SANTA FE

I, John W. Badal, being first duly sworn, depose and state that:

1. 1 am John W. Badal. My business address is 400 Tijeras Ave.

N.W., Albuquerque, NM 87102. am employed by Owest Corporation as Vice

President - New Mexico.

2. I am submitting this affidavit in order to document certain updated

and additional inforiT12;ticn that I hc:;ve obtained regarding the extent to which

local exchange service is provided to residential customers in New Mexico by

carriers competing with Owest. Testimony concerning this subject was heard in

the multistate 271 workshop proceedings in June 2001. To the best of my

knowledge, information and belief, the information I am submitting in this

affidavit was not available at the time of those proceedings regarding the extent

of competition in the New Mexico local exchange residential market.

3. Under the terms of the Telecommunications Act of 1996 (the Act),

Competi-::ive Local Exchange Carriers (CLEes) may use any of three means to



compete with Owest in the local exchange market: resale of Owes!' s services,

use of Unbundled Network Elements (UNEs) and provision of service via CLEC-

owned facilities. The FCC has classified CLECs providing services either via

UNEs or via CLEC-owned facilities as facilities-based providers.' CLECs are

continuing to utilize all three means of serving local exchange customers in New

Mexico. Additionally, wireless providers have recently begun to offer attractive,

flat-rated pricing options in New Mexico positioned as alternatives to traditional

landline services. It is noteworthy that Owest's residential access line base has

decreased from 607,907 in December 2000, as reflected in the direct testimony

of Mr. David L. Teitzel filed March 30, 2001, to 604,898 as of July 31, 2001

(the most current tracking data available). Standard indicators, such as new

housing permits, suggest that the number of residences in New Mexico has

continued to grow. For example, the average number of residential housing

permits issued for the Albuquerque/Rio Rancho area from September, 1999 to

,August 2000 was 327, while average number of permits issued for this area

from September 2000 to August 2001 was 399, an increase of 22%.2 While

Owest does not have current statewide information regarding housing permits,

we do have that information for two counties: Bernalillo and Dona Ana. In

, See Memorandum and Order, Application of Ameritech Michigan Pursuant to Section 277 of the
Communications Act of 1934, as amended To Provide In-Region, InterLA TA Services in Michigan,
12 FCC Red 20543, 20577-99, ~'94-101 (1997) (HAmeritech Michigan Order").

AF:=IDAVIT - Page 2



Bernalillo County, single family housing starts were up 9.2 % through August

2001, while housing starts in Dona Ana County were up 4.9% over the same

IJ--. period.:O The decline in Owest's residential access line base indicates that
-,\V ~ WV\~Ctt~C/

,- CLEes A,are providing service to residential customers and some of Owest's

residential customers are opting for alternative services in New Mexico. In the

following sections, I discuss updated and new information focusing on the

extent to which telephony providers are utilizing these means to provide

alternative local exchange services to residential customers.

administrator. Both Verizon and SSC manage their own

regarding residential and business access lines they serve to the

4. Facilities-based CLECs are required to provide ation

database

direct access to this information, and

filings requesting Section 271 relief. This inf

data in state and FCC

viewed by the

FCC and state agencies as credible evid ce of the presence of facilities-based

competition in the residential Owest does not manage

its E911 database

Intrado, to manage

instead contracts with an outside agency,

At the time of the filing of Mr. Teitzel's

direct and rebuttal estimony, March 30, 2001 and May 23, 2001 respectively,

2 Source: "The Albuquerque New Housing Market Letter," a Monthly Publication of Datatraq,
September 2001.
3 www.census.gov(ftp!pub/const!www/permitsindex

AFFIDAVIT - Page 3



reportbusiness breakdowns were not available. However, Intrado produ

E911 Ini·ormall0n was available only at an aggregated level, and residen I and

for Owest on September 28, 2001 displaying E911 information in

separate residential and business categories. As of that d te, the New Mexico

E911 facilities-based wireline CLEC telephone numb "in service" counts, as

self-reported by the CLECs, were:

Residence Business

4,796 19,144

It is important to note that th e quantities include no resoid lines and no

UNE-P lines, both of which are eported and tracked separately. Additionally,

this E911 data does not in de any wireless numbers, only wireline CLEC data.

Instead, this informati only reflects CLEC access line records associated with

local exchange s ices provided on a facilities-basis (via stand-alone unbundled

loops or CL -owned facilities). These E9"1 1 numbers are not estir.lates made

by Ow t. They are CLEC-reported numbers.

/
5. A total of 36 CLECs currently have tariffs on file with the New

Mexico Public Regulation Commission (NMPRC) to provide local exchange

service to residential customers. Attachment A to this affidavit displays the

name of each CLEC for which Owest has obtained current tariff information, the

tariff rate listed for the flat residential local exchange service offered by the

AFFIDAVIT - Page 4



CLEe and any applicable notes clarifying the listed tariff rate. If the listed

residential flat rates vary by rate group, only the highest rate (typically Rate

Group 4) is shown on this attachment. Clearly, the CLEes shown on the

attachment are targeting the residential local exchange market in different ways.

For example, NOW Communications, MaxTel and LT5 New Mexico appear to be

targeting residential local exchange customers with high credit risk by providing

prepaid services at relatively high recurring rates. In contrast, Genesis

Communications offers only measured residential service (flat-rated service is

not offered) at a low pr"lce to customers with low outbound telephone usage

characteristics. The remainder of the CLEes shown on this attachment show

price points for flat residential service falling generally between these ranges.

This information shows that there is currently a significant number of CLECs

who have received tariff approval by the NM PRC to provide local exchange

service to residential customers and are now positioned to serve tho! market.

6. While a number of wireless providers are now marketing services in

New Mexico, Cricket Communications (Cricket) has recently entered the market

and is aggressively positioning its pes wireless service to consumers as an

alternative to traditional landline service. It is important to note that, In its

second Louisiana order in CC Docket No. 98-121, the FCC stated "we conclude

that the broadband PCS service offered by the PCS providers at issue in this

AFrlDAVIT - Page 5



application, which provides two-way mobile voice service, qualifies as telephone

exchange service for purposes of Track A. ,,4 Regarding PCS services as a

substitute for landline serVices, the FCC stated in the same order "evidence of

marketing efforts by broadband PCS providers designed to induce such

replacement are also relevant. ,,5 Cricket's New Mexico services qualify on both

counts.

7. As stated on its web site,6 Cricket currently offers flat-rated

wireless local calling service "in Chattanooga, Nashville, Knoxville, Memphis,

Tulsa, Greensboro, Charlotte, Little Rock, Wasatch Front, Tucson, Spokane,

Pueblo, Hickory, Macon, Pittsburgh, Fort Smith, Albuquerque, Santa Fe and

Wichita." (emphasis added). As shown in Attachment 8, obtained from the

Cricket web site, the Cricket local service is now offered at a flat rate of $29.95

per month in Albuquerque and Santa Fe. For this price, the customer can make

unlimited calls within the lecal Cricket calling area. As shown on .A.ttachment

C, incoming calls from anywhere in the world are included at no additional

charge in the flat monthly rate for the service.

attractively priced at a $0.08 per minute.

Long distance calls are

" Memorandum Opinion and Order, Application of Bell South Corporation, et ai, for Provision of in­
Region, Inter/ara Services in Louisiana, 13 FCC Red. 20599, 20620, ~,25 11998).
5 Id at 20624, ~31.

6 www.cnekelcommunlcations.com

AFFIDAVIT - Page 6



8. Cricket Communications IS a subs'ldiary of Leap W'lreless

International, and is based In San Diego, California. In the Leap Wireless

Quarterly Report (SEC form 10-01, dated May 15, 2001, the company stated

that "our innovative Cricket strategy is designed to extend the benefits of

mobility to the mass market by offering wireless service that is simple 'to

understand and use, and priced competitively with traditional landline service."

(Attachment 0). Leap Wireless IS clearly pursuing a strategy around

encouraging customers to substitute their wireless product for traditional

wireline services, and recently stated:

In the spirit of the 1996 Telecom Act, Leap has created
competition with both the incumbent local exchange carriers
(I LECs) as well as the existing wireless carriers. Leap is
committed to providing its customers with service that
resembles wireline telephony In everything except its
immobility.7

9. In a February 22, 2001 article by Carolyn Appelman of the

Albuquerque Journal, John Clark, Cricket's New Mexico general manager stated

that Cricket's " ... affordable service is great for parents who are thinking of

adding a second line for the kids. Except it comes with the added advantage of

mom and dad being able to keep track of them. One thing we are noticing is

7 Leap Wireless International, Inc. Petition for Partial Waiver of E911 Phase II Implementation
Miles"tOnes, Revision of the Commission's Rules to Ensure Compatib,lity with Enhanced 97 7
Emergency Calling Systems, CC Docket No. 94-102, at 4 (filed August 23,2001).

AFf=IDAVIT - Page 7



over 7 percent of our customers are cutting their home phone serv'lces."

(Attachment E). This article also highlighted that popular features such as voice

mail, Caller 1.0. and call waiting can be added to the Cricket service for $3.95

per month for the first feature and $2.00 for each additional feature. A package

consisting of all three features is priced at $7.95 per month. In another

Albuquerque Journal article, entitled "The Freedom Phone" and dated

September 10, 2001, two New Mexico residents are cited as being examples of

the type of customers who are actually substituting wireless service for

traditional landline services (Attachment F). The first, Penelope Cisneros,

stated "In terms of convenience, it's a lot better. I don't think I'd ever go back

to having just a land line." The second, Gail Hilliard of Albuquerque reported

that she gave up her land line for a wireless phone "because she is constantly

on the road," and her wireless phone means "your home phone is wherever you

are." Cle2r!y, a segment of the population views wireless service to be a viable

alternative to traditional landline service.

10. In the its Sixth Annual Report on the State of Competition in the

Wireless Industry,S released July 17, 2001, the FCC examined the extent to

which wireless phones are competing with traditional landline service. At page

E Annual Repor~ and AnalYSIS of Competitive Market Condi'lons with Respect to CommercIal Mobile
Services. Implemen:atlOn of Section 6002(b) of the Omnibus Budget Reconciliation Acel of 1993
(6'" Annual CMRS Reportl, FCC 01·192.

AFFIDAVIT - Page 8



32, the FCC stated "according to a recent study by the Yankee Group, about 3

percent of mobile telephony users rely on their wireless phone as their only

phone." (Attachment G). Further, at page 33, the FCC cited a study conducted

by IDC concluding that "12 percent of respondents said they purchased a

wireless phone instead of installing an additional wireline phone." (Attachment

H). The referenced IDC study, which was conducted in December 2000 and is

attached in its entirety as Attachment I, specifically addresses the Cricket

wireless service at page 4, and concludes "over 60% of its subscribers report

using their· wireless phones as their primary phones, and 7 % reported cutting

their landline completely."

11 . Cricket is actively marketing its services in Albuquerque and Santa

Fe via billboard ads, its web site, and prime time television advertising.

Attachment J IS a written transcript of two television ads appearing on Channel

7, KOAT, in Albuquerque on September 26, 2001 betwee:-l 5 :00 and 7 :00 p.m.

Both ads clearly are targeted to New Mexico residential consumers and feature

the simplicity and attractiveness of Cricket's local services as a strong

alternative to landline service. Owest has in its possession a Video tape copy of

both ads, and is willing to provide a copy to interested parties upon request to

Owest counsel.

AFFIDAVIT - Page 9



12. At the time Owest's direct testimony was filed in the Multistate

docket in March 2001, and at the time of the Track A/Public Interest workshops

in June, Cricket's presence as a viable alternative to Qwest's residential local

exchange service was in its very early stages, and Owest had virtually no

information in its possession regarding this competitor. However, the evidence

provided in this affidav'lt clearly shows that Cricket is now actively marketing its

services in New Mexico as a direct, facilities-based substitute to Owest's

residential local exchange services.

Date: October 5, 2001

:--
'~:

.~.--.:.... -,

SUBSCRIBED AND SWORN to before me this 5 th day of October, 2001.

/'/ (~- - I ~
(~i'" I ' \) / /\\ ,~/",~ \ ~_ / ///\; ~~ \i~! > ,~ , , I

" /" <" - .....<-'" r ~ I- '- ' 'fiJI I I" --"'-i

My Commission Expires:

;' / / ? 7 /;-, ~I
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ACTIVE (LEe RESIDE'\iT1AL LOCAL L\CHANGE TARIFFS

I~ ~E'k !\'IE:\lCO

CLEC

NOV/ Communications
MaxTel Con....mu:1~cat]ons
!v12x::ess L"1c
LIS New Mexico
IVIT Communications

FLAT RESIDE~TIAl

RECt'RRl~G R-\ TE )\"OT£5

$-\9.00 Prepaid serv'ice
5';9.99
$16.16 Rate Class 4
$49.95
15 ~'o discount tom Qwest Resale
rates

IP VOlce Commumc;ltions

Ionex Con....r:1Unic3.tions
'Iiv' estern lnteracti ve

Integra Ie/eeoD
H~ Tdeeor.l
Global Teielmk
Genesis Commurllcations
Se["\/15 ense
NTS Com.;1unications
Recanex
Emergent Communications
D?l TeJecarJ:lect
DMJ Cor:;;r.unic3.tior.s
CommSouth
Rea!\i et
PVT Net\vorKs
?:-emi ere )\ e~·"vo;k Services
Cbocta\\ CoomuTIleations
CC'l\lv1 be
Brooks Fioe;-

.-\mer-Iean Fiber ?"e:'Nork
Alhe I
;dvanctC Telecom
~o0 Ne~\\'on:s USA

$16.16

S13 75
$30.80

$19.(10

$16.16
$16.16
$4.9~ ..,... usage
$20.66
$8.50
$44.99
$10.66
$53.50
S~9.00

$41.99

$9.90
£19.95
$10.66
$.19.00
$.1..;1..00

525.51

$j 5 00
n 1.00
S16 16
:110.10

R2.te Cbss .:+, billed
One month m
advance

Billed one month in
advance
"Metro" rate
Rate Class 4
Rate Class 4
Measured onl y
Rate Group 4
StatewIde rate
Resale
S:atewide rate
Resale
Resale
Resale
Statewide rate
Statewide rate
Rate Groups 2,3,4
StatewIde rate
S:atewide ;-ate
"Large Metropolitan"
Rate
S:atewide fate
Statewide rate
K3te Group 4
F,-~Hr: Class ~



l-Tel Comm Lli1i C.1~l ons

\,'UCCd CommUCic1tlOr.S

Tularosa COmmlll1lCltlons

ielleo:-

TeJe:-J. COr:1m UmC}:.lOilS

Ser\-":Sense

TOTAl..: ::.6

S5CJ99

$; 8.00
S:?400
S16.16
S1616
S16 16

S:0.66

.~. ,"a ~ ::01<::1: ~,

P:.t:,:c =

:200 01r:lut~s Toll
Ponales or.iy
Alamogordo only
Rate G:-o c:~ J.

Rate Group j

RatE Group .:\, Dilled
one rnon~r. ;r. advance
RJ.te Group .:!,



Jus: Ciallike you do from your home phone: 1 .;. (area code) + pnone number,

Calling Long Distance

Call an)M'i1ere In the Unltec States from anyvmere Ii: :he Cricket Servlce.\rea,

cricket

One lew cost pe" mlnL:te (8 cems)
No rr,ontnly service Charge
No mlnlm:.Jm usage charge
No taxes aOdee on
Nc mcntnly :Jill
Minutes don't expire as long as you rel.\au: a Cricket c,-"stomer

•
•

•
•

•
•

Albuquerque and Santa Fe Areas

• '::;.:)ver;:;ce ~J1acs

• \f\I'hp:'c ,0 =-li'J:~ICt<.2t :n ;,;buGuerc:ue one 53ma Fe
• 'vV'--.ere:c Pay ,:~iCKe! i~ ':"lb~a'Je~:fue anC Sant3 -e

Crlcke: Long Distance is comfonable ane af'foraable, and could cost you less tr,an
call1n£ frorr. your nome ;:ihone, That's Decause there are no surp rises or rilcden
cnarges:

Calling Direc:ory Assistance
Call f:Jr pnone numDer InforrT,atlon from anywhere In the Cflcket SerJice ,1\re2.

Jl..:st d:allike you co from your home pnone: 411.

T:'1e operator will give you the local phone nUr:lber,

Cricket Directory ASSIstance is comlor-able and affor:aDle:

• Only 50 cents ;Jer call

Refilling

You put money ir. your C~lcket .:Jhone "gas tank" an::: then
l;se It to pay for your long Cllstance calls UuSt 3 cents a
r:"lInute) ane dIreCtory ass:s:ance calls (ius; 50cen:s =cal!).
vOl-'ll hear a message when It's time to refill. Y::ll; can aod
$10 or more to your tank at any time,
Y:Ju car, also add more 'TJoney to Yo:.J~ gas tank :::y C2Ylng
an eXIra am Dunt on your ~egular CrickeI Dill eac" month,



'~r:d.c·' - JU;JDUr: \l,' .~\. \', :..:.~ ~ ~;. '~',~ .:i': 1:-;lU~ll:':::":", ll)~::"', ~:;:n"- ~·..JC~. :lSP

-::-ne fDliowln~ are ou~ more frequently askec C!uestlons:

• 'N'ner" ~3r. I l.!se ;"I/:::"icket :Jnone'"
• WnaT 17 i arr auts::::e !he Cnc:':'e! se",ic2 area?
• Do I ::'3'J for jrccr:llnc c::.115?
• Can I ::u'cr.2SF: otilP.r fe:nur~s cr serJic?s for my ::Jhone?
• C(jr I rI'";aKi: :cnc: ,:iSt3~:::2 ~rld 4: 1 j;;'ectcrv 3S5lst~nce :aI1s'!

• )-JOII" de I i;"1"I.:.:: :; Icnc Gis~:;nc2 cali"l What de I dial?

• Wner':!:~n! ·:;ai! ",sine Cricl.e!'s ,ana cistance s~rvice"

• ;-J.ow jc I :);;1'J for ~v S2'"V:ce ~;)c;, mom:--,"
• 'v\'her-r:: c::r, :Jurr::-".~S2 r;-:cre :Jr,ones'"
• Can I choose my teleohone number?
• is Cnr::<.'?t S~rvIC.'? anz.loc ';:lr dic:!;J['";'
• I h2ve a ::Jhone from anomer Wireless nrovider' c;an I use It?
• Can I order mv service bv the "hone or from this web site?

• Can i or:Jer mv SE'r"lce over the web?
• Do"?s ':nck", s-?Il onone accasscnes?
• Can i DurCil2se OJ i"',arcset or aC:e-ssories over ~he ohone or web?
• Ca:l I downloac ,incer 'ones from :he mts>r:lei :0 mv Crldet 2hone?
• How co I felf:;;:';:! mv 'JOI·:= :r;ail meSSZlces Ir, mv '1Olce r:'",aii DOX?
• Does tne env'?loDe button on the Cricket Of1one show me I have voice

mail messaces?
• :=an I chance mv Cricket teleohone '"1'.lmber?

Support - Frequently Asked Questions cric~t

Q: Where can I use my Cri cket phone?

A: You car, ~,ake ane receive calls as long as you are in Hie Cricket Service
Area. Cricket 1"",2S carefully ceslgned ti.e area so tnat The Arounc-~own Phone
will wOrk where most ;:leODle live, worK a:ld ;:Jlay. Please refer to the c,-lcKet
service r-,a:J fcY vQ;Jr ei,V to fine out wnere your Cricket phone Will work.
[:'ac:. :e :iKe ;

Q: What if I am outside the Cricket service area?

A: CriCket service IS deSigned to be Llsec wnere yo~ live, work anc play It will not
worK ou:slde of the Cricket service area.

[ SJ~' Ie 100 I

Q: Do I pay for 'Incoming calls?

A: Witl"" Cr:cY,et. al! Incoming calls f'orr anywhere Ir, the worlc are Incl'uded in your
monthly service pnce There are rlC aodltlonal cr:arges for Incoming calls.

[=,~,~"c' IU(]

Q: Can I purchase other features or services for my phone?

A: Yes, aodlilonal features incluce vOice :Tlail, call waltlng. and caller I d.
Cricke, alSc offers a ;Jnone ?eolaceme nt ::'13n, for protectlor. agalns: theft or
accloental less or earn age

Q: Can I make long d"lstance and 411 directory assistance calls?

A: Yes, irDm anywhere Ir. tr,e CncY,et service are::; Simply dial as you w8ulc from
your j)hone: 1 - a~e8 code - ;J:,one :'iumber for long::: iStance calls, or ~ 11 for
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b:~~mt;:;ses me. te:::nnologi~s we acq '..U:= , ~lilgs 'cy C0W15 or th:: fCC adv:::-sely affecting our ri::-hts to
C'\\1"\ J..ndiDr ~perate c=r.air: w:i:less i~ce:1ses; a...'1c. orb:::!' fa:.:ors de:ailed in the s~ctioo =n:il1ed "R.J..sk

. Factors" i:lCbd~d dsewhe::-e x ~is ::port a...,d ~n 0'..1: OL.'ler SEC 5lings. The forward-lookmg st:1tement.s
....,l.h\,tic be cOGSider:::d L~ t:Je :::on:ex: C: !.J.1.ese r.sk facroT::. ::":v~s~ors and prospective :r:veswrs arc
l3.~:~10(\c:d not :0 place ll:;}duc reliance O:l such ~-or",;a.;d-1DOk:ng sraterr.~·:::s, y,le undertal::e no ::>blig1tiotl
(I) ;.)ubhcly upda!~ or ::-evise ar.y fo:"\\'ard-~ockJ.::lg sr:m:me::15, whe:'-'-ler 8.S a res~t of ncv-' info:-:na:ion.,
f,tlLlre :events or othelwise.

OVERVIE\V

L:::3i..' is a wireless carr.JlTlw:lc3.tions carTier that 1S pfovidir.:g inncvo.:ive, a:.forc2.b1e, simple ,;vireless
5cr\'ic~s desig:;d to ac:::ekrale the uc.Il.sfol1TIarion ofwm:less se:'vice into a mass ccns-u.::r.ei product. \ile
i';:lL:.-'T:lily seek to address a much bread.;:r population segm.::;nt m2..;.'"l ':I'ad.inonal wireless providers bve
:de rcssed :0 ci.:lte;. In L.1e U.S., we Zl.:e offe~g wi.:":kss se;\--1ce 'Ll...'1cer tbe orane. name" Cricket(TM)." OUT 11
i;-.::~c'\'a.live Crick.et .strategy is desig::JtC to extend the benefits o:m.obiti,y to L1.e mass market by Dllcillg" .
~e:ss servic:: :hat is as siIDule to ·..J.nde,stand and l1se as, a...jo. :meed :,oInuetltivdv 'V-.-1th_ rradinonal

-,:mdllne Sel\'lce. In eacb of ocr ~::rk~t5, we are d~)Jloy.ng 100% digi:::l.l, Cace Divi'sian M1.l1tipie Access,

- Dc CDM.A..., ~etworks :'~l we believe provide hig...'-ler capacity fu'"'ld mo:-e ~fficient deplo::ne~t 0: ca~it2..l
::-;;l!"'. -:oL:1pen::g tedmalog'es. His, when combinec w:tr: our dfor..s :0 st:"ea:rJ~ne operatien and
ci l.~~nbl.ttion s)!Stems., allows ~s to be a low-cos: proi/ic.er of wir:::ltss ;;e:o.-'iees i:1 each of our r:n3Ik~ts.

C~lcb:: service allows c'."Stomers Ie make a';1Q re::eive vi.:"tua12y urJimitd calls wi.hin a local calling area
:':Y alaw, ::':n mcnilily rat~ comparee. WitJ. traei:ior.al wireless services. Cn ck~t customers P2Y in I
.:lc\,:i:J.:e e2.ch mon:~'s se",,'lce :ron:. a sim}::le, st:"a:ig..~tfor.va:c biE. \iv'e cf:er Cricket service withQllt a J

t.....;r'·1 C0ClITact. a.."1d be:al.:5::: serv1C~ is Daij :::. a6a..'1ce, ,>Xl:: c"-r:-er::ly requl:e no cree", check. The
-Nl1phcty or the C:i~keI service

;: lk,':,.':-: '..:.s :0 sus::ll:=:. lower Clpe:-aring coSts ?e: :u.swmtr cOMpa!"~d to t:"ac:1tioTIa.)lJ.'i,eless ?rov1Ce.rs. Our
f',~I;:o;"ks :::..:e desig:J.ec and "bui~::o p:-ovlG.e CJVe:-2ge in the local calling a:~a wbere our :arge: custo::ners
;1\ c, w:)r1:. a.ld p""t3.y. As a res1,;.}t., we believe lc.3.t our n::::\,·:o:1: ope:-3.ti:lg ,:;OS7.5 are kss t.11:U:; :.hose of
: I"~d] :io'r:al \7\.r:r:les5 ?fOVl clers.

'::....:, r;f \I~ar::~ 31. 20Q,l.. we bad :aunshed Crick::t service in r.:'.a:rkets cove:"~ng a total poou~ation of
:1;;;:;1Ox::-::ace !y 92 '1i.lli;:-a;c. :::'ac 3.pp:--cx"imat:=i\· 339. GOD C:1ck~: :::usi:Jme;s a:::-css ~~e l'.5. To daLe we 1\
t-~J '~ ~ .:~.:; t~l=-~~ ::.[ J12 v:: :-: g~~:~ :.) ac~..~::-::: ·J\·1~·= :=~:; lj Cer;.:,e::; CC"'I'~~r~~ :'P'Pr:::::::3.::l)' 7: 6 r:.iEio~"2 FO~~~:~ 3-]
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CricJ..~~e: C:Jm77l'...::.:-_icaC.: r;;:-.5/ .r:._~="J.::·Jer·:tJ~ I s newes-:: ·Io'o':':--eless ptcr:e cc.m~anYj :ea:1,l=es
a :~ve~aSe a=ea e;(~e~c~~5 i~:~ theEe Va:e~c~a C~u~t! :oca~i~ns

C=icke:/ a~ c£fs;'~~Lg c~ Lea? Wi~~:es5 :~~E=~atlc~a:/ C~~E=S a nD-=o~:ract,

mcr:.t:-Jl:/ $:5.;'9 "a.2.1-j'::''..l-c~::-"C.=..~r:1I pt"c;",le S::::--'i::e:.

Fo~ :hG5~ wjo have nst 5ee~ any of tbe compa~y'5 a~5. its i~so ~s a g=ee~

COL:cn.

Til: is ~ ve=~J cc~~cr:ab:e ser;:ce Just i~k~ :~e s=ee~ co~c~ =e?=ese~ts/" Jot~

C:s=~. s~~eral ffia~2g~= c~ Cricke:ls ~ew Mexi:c c~~~a:~=~ 5a~d ~~esday. tiThe
ser\::.r::e :r6:: =- 'J::es a.l: J..::C:ltTi::1; call S I t.~e=e a.~e :--.. :; nc,o}.:s I r..o 1:.ldce.:-,I. c:--,l.c..=~e5 j

tee.:"= .=..:e :-.. c, cc·::~=c:..:::'s cr c:-ec:..:. c:-,;.ec""~s. n

C:a=k said ~he =o~p~~y's ta=;ec rn~=ke= is :te a;~=O):iffia:e2y 65 pe==e~: cf the
pop~:a=:8c wno a=e n== L51ng cel:~.2.a~.

=~t ~e sa:d the serv~:e :5 9=ea: :=~ sma:: b~5:~=sses a~d c:her f~lks whc
::.ve/ wo~k .;.r~~ t=a~Jel ITus.ln:'y i:: :.he .~.lj~~..,j.e:"q'...:..el 5e1.er: anc Sa:::a Fe met:-:: a:-eas.

II Ex-::e:p:

perc:e::: c:

~:e:eo
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the mesa.

!:l t~"1e Sc..:-l:,a ==: me'C-::, &:-~c I s=-::-'t~::~ .....': __ -::x:=nd sow.:n a~c we~·:- as :~~ c.5 :~e

a:~?cr: ~=ec: ~c~:~ :~ :~= :~~c~ion cf Ce=rillos ~oad and U.S. E~; a~~ east
5e"·,":~ral ml:'e:s :::-eyQr.. i ~ne Sa:l~a. Fe C~mmunl:/ C·;Jl2.ese.

C:-::f:e:

:ong c:..stc..!'".ce a: ce:::,5 a rr:2..~ut.E:.

r:~./cce:-a tha: ~::~:'i rc:" SS-S-. ~S- a:-~d t:;. :'::c:'~cir-~g the: il:-st 7Tlcr:tn c-! se:-vr:ce,
Bc:cr~ing ~ s~:~s c:e~}: a: t~e C==~al~s o~£ice.
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Rosalie RJ;'burn Journal Staff vVriter

Tile number of homes hooked ;0 l:::.nd lmes declines as Ajilenc3. ciscovers \',lireless

As :"ore people go wlreles~. the DUT:l0er slgning 'Jp for reslce:1tlal land lines Ins declmed. Qw'est's
w:reless phone subsc;;bersb1p. for eu;npk gTe\\ by 3. phenomenal 53 perce:1t beD-veeTI June 2000 :md
the second qL.::lfter Oft:l1S ye3r whJle 1tS res1centlal phone llnes declined by 1.6 percer.~ 11: the S:l.""!1e
pel:QO.

The plcture lS t:1E same across the co Llntry. Venzon Communic:ltJons. t:le natlon's brges: loc2.1 phone
company. says its number ofresidenu31 phone lmes dropped by 0.5 percent IO 39.84 ,11lilion lrl the
second quarter. Ve:lzon's nu6Der ofwlreless subscribers ll1creased 12.7 percent over the S:lme penod.

SBC Cmn:mDiC:ltlons. the :13.tior:'s second brgest phone company, says its resident1a1li:JES were jown
:.6 pe:-cent to :23.99 million :Ii June :001 compa,ed wnD a year earher.

,
In fact, It appt3,S the mas: recent numbers mClcate the first decline in land-line sign-ups i:1 ]7 ye3.rs.

Although no ::- eder:::.] CO:T~'1lunic:ltions Cor.nisslOn figures are 3,\3.ilao]e f,)r the bst 1S mont~ls, an FCC
repon S~O\'\S no declmE :r, :~e r:mrr.be; of reslde:lLla] phone lines !1a!iOD\vide Slr;ce : %4. Aner that year,
reSlcen:;a] phone lmes gTew by an 3.ver3.ge of 3 percent a year.

A Septer:,ber :::000 study by the Yar.kee Group, a Boston-based telecommunicatlODS research
organ;z:nio:l. showe'::: 3 percent of wireless 'Jsers nationWIde h3\'e no land lines.

Lifes:yle cl:.::mges pby 2. big parr in customers' chOIces, \\'nh 1S- to :A-year-olds opn;]g ~or wireless, sa1d
Ca:-ey B;-:mdt, spckeswQrr-.an fOT Qwest 'vVi;eless.

'y' oung people sn:mr,g accor..rnod:ltlons or people W!lO are rarely at home are the group Qwest sees
Sb1f::J:l; frc:m l2.nd lme to w::-ejess.

SOIT:e jJeo;:;le areop[i:;g LC go totally w1reless, alt!1ough many a;e chooslD£ w~reless or h1gb-speed
Intemel sei\'lces for [be~T e):t;a phone needs 1D !leu of a se~ond !:mC 1me.

One o:t!Jose w:;o has gone to::llly \V'.Teless 15 .~.lbuq:Je,:;:ue financi:;ll advise! Penelope (;sneros, who
",,\.'" I'~. !,,-r ':l;lr' \'ne \11 1Qe, [,-5' oo"nn:a 3 -,:lopr and 1'1'e r a wi-=>j"'ss "hone.::- .... --- - t- .~J.' . "-'~. ~. - -, .~ l =- L • .I= I =~ . ....... L. ......... t" .

"In ~e:T11S or convemence. ]['$ a iOI bt:~e; ! dan', thmk I'e ever gC! back to b~v:ngjuSt;)bnd lme," S3Jd

C1S:1eros, W:lO sC!.ys she spends iltllc ~Ene al b;::;- PlJ.Clt:J.S home and 1;"J,veis C-eq:.lerJtiy 10 De:1ver and



Phoe:;::.

G:.ul ~ :ll;J.;·c. \\'l10 ::lL~nchec ;1" .6.::Juqueq'cle courle:- ~US\D~SS last ;;eaf. g:;lve l!P her land lme for 3
w\reiess i='bone becJ.use she :s const:mtly on ~)le ~CJad

Tl1lS way, s::lic Hll!larc.. "you~ haDe ?hone IS wherever you a:-e."

Qwest says rT,:lny of i'.S cc;,SlOmers use lts sharec b111mg .pian, lI1 whIch l:lembe;-s of one farml)' C:lD cal)
from theu' \,vl;eless phone to tbelr home lme for free.

Some wireless COmpa:l.leS a:-e :lIsa lunng customers to wlreless wlth the offer of free lor,g-disunce
sen'lee or Llnln~11ted usag:: V-'ltnlI;, 3. smJ.ll 3.:-e:J. for a flar fee.

3'ut an3.]ysts an: ,10t predic:rng a mass s\v;tcbover 10 'vvlreless phones frorr: 13.n: :ines m the ne3.:- future.

The pnce of 'v\'l:eless phone se;vice IS ci:oPPll1g. but It'S 51:)) higher than land-line service. Qwest's baSIC

bne-1me r3.te is $} 0 66 per mom)" 'v'anous federal and st3.te ~'ees added on bnng t11:s to about 5:0 a
;nonth.

For this amount the subscnber caD nuke or receive unlirmtec. jocaJ c2.115 day or night and have the
nLmber listed In Qwest's resldent:al phone directory.

Cricket and Boomerang offer unJimned calls v,::thm a l1Inited a,-e3. hr 529.95 pe;- month. Stare 3.;Jd
federal fees bnr;g tb;s up to 534.23.

Other wueless companies 0 ffer a confusing 3.r.::.y of pncing pl2.m depending on tl1e number of minutes
used.

Cos~s soar if the' customer exceeds the mJDutes al10wed i:1 the pncmg p13.n. This is eJ.sy to do because
most wl:-eltss pbns ",re s::uctured so tbt callers have to pay' for lDC0l111r.g lDd omgcmg. calls.

Avoldmg h1£11 ex,ra cta:-ges 1S a problem, Csneros sald.

"\'OU :ilw3.;;s use ;-no;e than you t:11n.k. you w:11."

The Yankee Stud:'/ predicted ;nOTe wi:-eless usage as costs drop a:1d services. such as call wait~r.g, caller
ID and voice messaging: become wldespread th1"ough c.ignal wl;e1ess phones.

Another wl:-eless shor,co:rur.g is sketchy coverage in :llfal areas. L::.nd 1mes ;each 99 ?er::em of the U.S.
POPU1:ltlOl~ w"h less than 0.01 percent of c.8.i~s dropped.

"y.,-i:h phone se:-vlce. yo~ don't expect to w::.it and you don't expect dropped calls," sale. Ed SpIvak, an
}·\]b uqLle:r::l. LIe :ndepende;1l lei ecommumcati ons consuhant.

VJ.reless pilOues are not :he or.!y force d;-awmg customers a\vay from land lu;,es 2.5 some choose c.igit::.1
subscribe:-llDes to :;,]]ow t11em high-speec. bte:net access \\'~.ile they talk on the ;Joone.

Q'v\es~ 52ys J.DOU: :3 0 perCe:1l 0 f DS L su:::-scr; be:-s ge~ nd 0f the;:- secane pnone llDes :lfter gettmg
. J . l1"11::; ~-5Pt::~ nlC'm=~ ,3c7-\'lCe

Q\veS1 bet'~r. rol11T:g out as DS::'" se,,']ce: 1D ,·\lbuquerque bs: yeClr :me. has promised to extend 1t to five

r ~ _ ,r_ _.. ~ •. j"



.,:', ~2. -: ~ n1tTt: r
PJ.~~ ~,

DS L su Ds;:~ibe L3:1! p If Qwest~ ~ J_ SlJle i'e SlOe ie:med l U~ percer.l [r:lIT! : - ~,DOO 111 ,\me :; 000 to ~bn. 0(11.,
It: ::le secone ~ll:.l:ler or tn:s ve3.r

In the ,:lce to proYlde high-sped Ime,net ,-,ccess, phone compames are up ag:lir:.s: s:lff ;:ompe~:tlOn from
cabie :luG 5:lteli;',e T\' cornp3.r.1ts.

,~.lbuqJt,que·s sole c3.ble provide" Comc:J.st. sJ.ys an avenge of 5 percent of the eny's 1:;'),000 c:.lble
subsGibers h::.:ve Sl91ed up smce II rolled out cable moder:-: sen'lee last fall.

Valor -=-elecolTl...TJUTIlC3.tlOr.~, New tvlexlco's second 1.:l.rges: loc:lJ phone cOr:lpany, 15 lookl:J.g:l.t s:J.tellite as
\-\ay :0 proYlde i;l~h-SDeec 3.c-:ess In the pnnur.Jy n;l3.J con1JTIUm:1es 1\ connects.

PHOTO BY: ROSE PA:"'JvJ;S.,;.NOiJOCR?'iAL

PHOTO: Color

p,..," TOL:CP. AND ON -:;-JE ROAD Gad Hill13.rc of G, Hilll3.rd Printi:J.g & Couner Sentiees says 3. cell
phor:e :5 a T:"'.'JS: SE1Ce sne h2.S to r.a\'e Cirec: CC1Tl..l'T!U::1C~l;Or. ""'il;j her CUSlOf:lerS, And she gets LOt.3.1
mobl11,y for :he S3.me ~iice

A;l contellt c\lp:ri~ht~. 1499 Alhuquerljut: Juurnal :.Jnd rn;lY not be republished without
permission.
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P(\w~ne! I~ paJ"tlC'JI:l:"iy :cgg;e~slve If, elk' prejJ31d m:lrj.;~l }~.s of year-end :;UOO. Powenel r~p.;mec tl1a: ~.;

pl;:r~l;:nl ot' ,1S SUDscrlDer bc."e w::5 0n prepLuc pnc.:1n£ ~0.\ [n :he fourth -:;L:.Jrler of :000. 83 flercent of
Powertel's : o~ ,uuo new' SubsG:oers WcrE prepaid cV',

e. 'vVireless:Wireline Competition

.t..ccordmg to J recem su;\ey by ,he Yanhee Group, 3.bout :, percenr of :TIobIie :elephone subscribers reiv on
rhe:; wIreless phone 2$ the:: onJ:v phone,'ll' WhIle mos: wIreless C:JstOT:1ers may nOt be ,>v:llmg co "cut rhe
corc" JUs: yet In t:-Je sense o~- CJnCdlDg their s'JbSCrlfJtiOl1 te> w\Ieline telephone service. It IS L,dispu:::.ble
[,1Jl 'N;reless SErVice r,JS S1pliic:.ml:v chJ;]~ec the WJy ,!l..:-:1erICans communicJte Inm:lDy::. busmess tool.
wlreks~ pl1on~s !I,lVE become" mass-rr.:lrKel consumer deVICe, ..:..ccordmg:o one sw.rvey. 7~ perc:::nt of
wlrdess c'.tstomers said the:: use theIr phones pnmJr:ly for personal calls ;IJ~ for somE, wlJ'el::ss serVlce :s
no longer::. <.:ompler.iem to '",':relme servIce but has become the prefe:Ted r:ietbod of COlm:luruCJ110n, 1n a
survey Der;'orm::a :'.)r :he Cl~nsumt::r ::]e::r0n1CS .:".SSOCI3rlOD. three III i 0 ""'lreless phone users s:;ttec [!ley

Id ' I' I h . h ' . cDO . • . • ~"'\'Ou l"Jther give 'J~ :,lElf nome 1:: q one tlUD t elf Wlreless pnone. .".mon~ Wl;~H::SS I.1sers age", ;" :0
:~ Y~Jrs (1ld, :hai figure rose to ~ ~ j"'erce:1L

h some are:lS, \.\:relt:ss :ise has be:'::Ji, ~0 erode \Vlre!me reVenUE due to ···,e:hIloio~'.' SUhSt1lution." thaI is.
. •.• , 'Ill a 'IS ' • 1··" f' ~OOltnt substlr"rlon l~t or'>\ le:r:.nolc:;les Jor e\ls,mg ones - el uUIh. ,or ex amp e. stJteC In eDruary_

rI-,,, t it ''''35 E.\lLcr.g ,~le P3\}!lOne bl,.;smess In p:m C!U~· to business los: to wlreless rchones, :11 T',ventY:1Ul1ior.

~ U5
- P'i\"c,'rcl, inc ,-!lIllo.iI1CeS PreI1l1IiJl':".'~" FOWl}; QllQrrer ~OOO FultJnca! Resdls, News Rele:::se. Powen:l.

Feb I :001

:u~

Judy S:mes. iFireiess L:sc"s h'i.1nging L~D On Li.1nd!llIc Pholles, NASH\'lL~E BUSrNESS JOVRNA..L, feb, 2.
::00 I. eTtA est:rl12.[;'s rh.:lt Tlumber:ould be JS hIgh 3.S 5 ;:>ercent, basee on a Fe::wuar) :2000 survey it sponsored.
Conc'wne"s ReD/ueng L,;ndiir;e ?hOll<!S w,th IFireit:ss, L'JIGHT KJ::JDE",'TR.:BU}.'E BUSIl"ESS NEWS. Jar. J 0, :001,
iJ\',nll1,~ie .n :DO 1 WL :S:;: ';',14

:(I~: Mawn:r ofC:.;.slome'·s L'se Ceil Phones/or Pe"sona! CulLs. RCR WIR£LE.SS NE'Y.S, Jar., :9. 2001, at 29
rCllm§" a survey :onduc\td by CelJula~ One Group),

..,o~

• Wil! vViruiess Phones iV/oice ;"adIilOI1i,1/ Home -;~!ephol1es Obsolele', ?'i::ws Release. Consumer
Ele~:ronlcs Assoclallon, Apr 6, :000

:IIJ 'd C I ~&~ , ,,' , r' Sh r r - - C 'I' C ' 'i" ,,....~1 rev-..' J-lJ.c,(over ,1.:' ': _o~s t\e)ie-::s ~ong·~)!SIL1nCe .:..0/ r_OnSu.n1e,rs ,'urn ... o Qt zng arcs, r'U'Ciess,

L'SA To[,-,'1'. b:1 3U, 2001.:Jo1 33 _~. Slmll:lr :crrr.. "l~ndilI1e dlspiacemera.'· ~efe~s r:1or~ spe:liic;J.lly to the
SU~St:l'J~IOr: of mODiie phones for Wl~ellnc phon::s. Jc:)or;,n l'v'lencez-Wilsor., vl'>eie:;s TQJ.:.es Q B;:e ofP::::'·phone
B;=, \.VI1'El..EsSVl'E!:K. Feb.:, :00 i. ;II 5,

::!i I Brl!/SUUfh A liI10lU,''::C': P/c.,.:~· FOI' PJ.l~dlC Ciimnul.I1ICLl!!OnS Lj'lll. Ne\vs F..e~e~se. 5ellSoutb. :F~b. :. 2001
,"'c~orclr:g lG C:;iJrllt: Cat:. Presld::m of Bd:Soutl: ~e[work SerVIces. "Bei!Sou:r, has cJ.Tefuliy evaiu;lled the market
~rer;;::s 10 'he ;JJ\';Jhone i:Ju~mess W:JIC1' mCIC:.Jlt :r.a: our customers :Ire opting for lhe new lec~nology' opuoos we
provldt. Including wlrekss telephones Jnd irll::riJC[!vt page~s." Industry lrlSIOers ex-peCl Ihe pa:'Phone bUSiness 10

con,inue 10 srmnk JS wl~~leso pene'.rJ~lon Incre:.Js~s. JebvrJf, rv1enot::'· Wilson. WirciL:s.:- ;akes a Bue ofPa"".:JhollC
E,'::. v.."~R:=:"'~SS\\"'-~~r-- .. FeD ~~. :O(J j, :1t 5



1~~ot>l1", tek",hone C'.lstomers hJ\'e Service pbr.,; that do nOI chJ.rg~ e:;:r~ IDr lon~ dis::mce.
2
:: ;,lnd J~ ieJst one

IlDJlySi beiJeves lb.! SLKI~ pl:ms J~e reduCln~ w,rehne Jon~ dlstJnc~ ,11lnUleo :.md r('vo::nues 2" Another
:l:1J!Ys: eSllniJ:CS ~nJl ~(j oereen! of al] outooU:1d '.vlrelt:ss VOice llli:JUlt's arc: used for long dtsttmce,21~

AT S: T b1:l:'led Its fourth ouar1er ~()(lO $ j ,-: bill Ion ioss m par: 001 customers JJ:J.l1oonmg wm::me iong
d:st:lnce GIlls for \V\reles, phones. (>IT.Jii )nc prejJJid c:J.llm~ c:J.rds 21,' \n one survey conducted 1D h:1UJry
~OOO. !=percent of respondents s~l1d they purcrlJsed ~ w\reiess phone iDste:ld of \:;sl::llmg Jr: aCld:tlOl~JI

'II.w[rellne phone,-

,~ ~'eVv wireless c2.:,!ers h<.lve be;un offer::1:; sen\ce plJn~ desifIled te compete Gire::tly wnh wLreli~e iOC3~

lelqnone serv\ce.-
I

for e\:J.mple. Le:p, :hrough its C'ld.:.e, SLlbs)dl:'l~i. now offes j'"5 C.omforcable
\\'Ireiess mobile telephone sen'lce In 1:: m"rh:els, preoomlliJlely In the Sou:h ::nd Sout]lwes: 21X ."'.t ,he end
of ~[)OO, LeJp hod More Ihar. i 90,000 cus:omers, u~ ne;;.r\y nJDt-foic :'ro!'7": :he =2.00U custome" ~e?o;"'led

,1: the be~1l1:11l1~ of the ye::lr. :Ir, Le::lp's Ser\'lCe ::1.110',,", subscnbers 10 m::.ke unll:7'J1e:: ioca] c;::.lis JDd receive
c:.l!!s fro 1" ::I.:1~"vhe;e If, the wori':: :or one Cat [J,te 0; 530 per momh::'.; RO:l:7lJng outside ::1::: loc::I.llreJ IS
nut J''-:,llIJDk.:: 1 Jnd C'J5Wmers iJ3Y ext,J for long dlSl:l11Ce CJlis ::: According:o Le::lp, Jbour haif of ItS

c:.:stomers view :helr phones ::.s replacements for first or second lines.:::' Jnd abollt - ?e,:::em oi \ts

.1. ~nurev.: Each:u\er, .~TJT Loss R~)7t?ClS Lorlg~D!..J[.1ncc Sh~./.~ Con.~i.Jrnt'rs Jurll To C.:.i!il1!; Cards. ~ltir£/es:;,

US..:. i'~D"" J::J:l ,~O, 2001 J[ B3

!\lich::JeJ Rolli:l~, e: ill" 'fireless by {he MUlL/:e, Equity Research, Salomon Smith BJr:Jey. ]an, S, 200\. at
S Srn:1t pes m:l~k::,s Its natlonwlde d\gHJ.1 v,'ireless nerwork as a long-dls::mce 3jlerr,3tlve,~"ndr::w 3ackover,
,~ TiT Luss Re)7ec:.1 Long-Dlswl1C€' Sh~(: ConSLJllleTS TI1rn To Cai!lIIg C.::ru's, YVire!ess, US.A, I aDAY, Jan, 30, 2001,
J~ B:;

:; 5
An,drew Bad:0ver. ATSeT Loss Reflee:s !..Ong-DJ5Wnee Shilr Culls"mers Tun1 To C.:Jlhng Cards, Wire/est,

USA TOo"v. h:1. 3(i, 200\, l~ 83,

:,0 CaJl.:e Ne:sor:, Rep/ac,,,!: /... ..JI1d!1I11.' ,,~th lh"ciess, How!:;,!' emil Go? iDe Dec, :;000 (CHing rDC's
;',;'"jon(1/ fFireless ComI1H1l11c::;:ions:"'scr Suney. 20(0),

"1° One J,n:llySl 3rgues that ~ecen; price reductions give w\reiess pnce panty 'Wlth wifeline. :It It::ls: at pricmg
:lrOU:lC 1130 per month See Janlel J Bernlnfe~, ';eir:p/lOnv l."l1p!l.Igged: [-Fireless Acnieves Pnce PanTy >t1rh
Yi"Ire!!ne (VIsited 1'-'1ar. S, 200 I) <hnp:/isJid~s,pujvercorrl/slJd::s/logtr.,asp>

:11 LeJ:J, C'"l;;ker (v\sned Mar 9, :001) <hr:pJ''W'\.\'\.\,ie:Jpwlrelesscor.li''JcJnde~'.. \'1':T,]> Chattanoog:l,
N"shvdle. Moxvllje, Jnd MemprllS, -:1''';; Charlone anc Gre::r:sboro. NC. :..:153., OK. Tucson, Xl., y..'ichllJ, KS,
!...,Ctie Rock, i'.R, L,lbuquerq'Jt anc S;J.r.tJ F~, NM: ;J.nc Salt l...::JKe C,t:", l'; Leap. Cnci:c' Service Areas (\'lSHee
MJ.f.), ]:)01-) <ht:;:,://v'/\\!'''''_c:-l::ker~QlT'"m~nlC3.tlons.com<~:Te:.l.s.Jsp:'-- See ,;l~"SO ~r::1./·h Rcpor.', at 1"76"73.

~=u
~he mOLl:hly fee vanes slIghtly by serVIce are::

:: I
Rcar!'.Jng ~s ~Ol :::v;l1l:lble ~ven In other Le:lj) rr,;Jrke:s Lear::, ,A.~Iom:ltic and Mam:al RO:Jrrdn£ Oblig:Jtlons

Pe~r:JJn;r.g \0 Comr:oerclJI Mobile P.:JQ1C SerVIces, COllllllUI!o, lilT Docke: No. 0\)-; 9:', :ll 6
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Replacing Landline ","itb \Vireless: How Far Can It Go?

C:J.llle Neisen
iDe Buliilflll ;:::::_~'::9 . December :UOO

T3hle of Contents - Abstract - Document
._-_.. _----~-----------------~~----------------------

IDe Opinion

HO"1 m~Lch I"c~ific {5 mO\'ingjiom lClldhl1e !O H'lre!ess)

..:j/{hough fius is a hurd ques!lo'j 10 cmS',\ic", one C717 look Cf rhe gro,,'th in mrnwes of usc IJ\;fOr...·s) %orh
i:.mdhne arlli wireless and see :bl sOme :l'c.61c is definire(v movIng 10 VI'zreless In addi!1ol1,jrom
end-user reporrs, we know [hc! wIreless JS s:eahng some Ira/fic fro 111 lane/line. In facr. ill a sun'e.", of900
households [hal have H'1reless ;Jhone users _~6.4?o reDone,,'l Llsm£; ihe,r w:reless Dhol1es a: home Qnd

~ ! cO- '- J

'': "(., ' , l' ' 1 ) '0 ."; "~' 'I. '_;) _:0 repone"] LlS1l1g [l1.:'lr f\'ll"e e55 pllOl1eS al wor/-:. , Wi over j _ ,0 oJ lQUSef1Oi ....S aLso reponea mCII:Jng

;hell" most recel11 HlreIl!ss phone pW'ciwses i/;5ieod ofinsro.lhng addmona! /andlmes.

Overview

By :00.1, J.pproxll":1atel: 92% of wmleS5 '.lsers wlil be usmg :lleir vmeless phones \\'hen they could be
Ll.Sl[,g wired ones. They are USlYlg ,heir vdreless phones as their pnmJ.T)-· phones, have purchased wireless
phones ins:ead of adomonal l3.:-H:C~lTleS, or a:-e simply transfemng some of theI! ffilnutes of use (:v10US)
from lanoline to Wl:-eJess.

--:-his bullcn presents survey c.:3.l3. that sho\\'s end~user trenes lD landlme reF1acement. Forecasts of
MOUs split by wm:less versus landlme, VOlce ve:sJ.S daa, a:1d bUSlDt:SS versus consumer are providec..
I:>C a! so :-orec2.sts the percentage of Wl:-e less s'Josc:"1oers who wll] rep lace] andline with wm: less.

Definitions

!'vlin utes of us e (:'V1at:s). This tem: can descn be wire1ess use, 12.Dcli:zle use, or LOta1 te1ecoI:1 use (both
landlme and ,,'neless use together).

. Landline repbcers. T1115 ter:n refe:-s to "N;r~iess 'Jsers who replace wireline use (MOl's) w1th wireless.
Theie are three types of repbeers: ,~ose who completely ;eplace landhne phones w:tb wueless ::md use
the w;reiess 2.5 then pnmJ....j' phones (cJ.lled comp/ele !cmdhne replacers), those \V~O purchase WHeless

phones mste3c of addHlona! landllr.e pho!1es, anc those who rr''':£,.Tate SOr:1e of theIr 13.ndhne MOLis tc
tIlt::" \-vlreless phones.

Personal 'Fireless Comn1LllIicarion5 Cser 5£lrvev Findinas- ~

1;", hnuc:.:: 20UC. iDe :0nC:..lC,e::;. leiephol1t' 51,r,::> Of'~IIjU L S hL,'..:.s"h-J]j~ \\1:11 \\'r~]cs::: :":'SC;S

R(;spoJlcer:ts were asked 3. numb:, of questJOr.s :::.bout thel:- cur;-ent use panems.
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~;i' th!:: ques~IO;'1 ::~':~: :h: Pc"."'OIU:' :1 :.'C:ll':-: (UIII!IUiliiC.!U,Ji::..~ 'SCI SW-','C'. :"(! ,E)(~ =-:(\(;...: , L,:,~]

~I)!)UI For PU:-;JOSt'~ cC:ornr;lr~soc, :~leSt per:,:c:1:::.g::s :.IT·2 ~~so shown for :11::; : u9':1 :hroLlgn i Cl(,l-':; S:I;'VO:\5,

I:le per:e:1~~ge of users who cse thel~ \v::'e:ess phones ;:H hOT:le has COIitl:JUOUS]Y mc:-e::ise': smce : Cl9b -­
I:::.ar\~ tnr::::; ,;mes ,:;ve:', ::'orn ~: .:!°G te )\' -!O'II the percent:l:;e of Llse:-s \\'110 L:se the:; WHeleSS phones at
work hJ.s J,;so InGe2.SeC over th;-ee t;mes over Sll1ce 19SJ6. from S 0°'0 to :6,':;°'0,

SecJ.L:se t:1e survey W:lS ::. telephone sun'ey. ai; the respondents had home ))hone [liles. I:)C also 3.ssumeC
tii;,:.! J \ ast \11:1] OnTy, If llot 2.J~, of i:~le responde:1 ts who were em?l 0yec al so had work phones, Th erefore,
respondems v-ine sale ,ii;lt the; ;jude :l~ leasi. ill,o of then wl;e!ess c3.11s e:i.her at JODe or at \vor}.; were
3.sktd wbn perce:-nJ.;e 0: ::.i] :!1elr calls ;It these lOCJ.:io:1S were :nade or, the:; Wireless phones. Over
one-thi:-d of respondents s:l:d tliat :~Iey use: :helT Wl;eJeSS phones :.:.t home These res?oJjder;~s nuce 3.:1

a\ erage of 1S,5"'0 of a]] :hel~ calls made from home on thelr wireless phones, Over o;-]e-~u3.ner of
respondents S3-le '.!lJ.t they ,;sed the:r Wireless phones for o\'e: ~5 O\J o of::..l1 then calls made :It work (see
F\'·'ul':: :) 1:1 f:lCL ]..l,(iu IJ of :;ic:Ti :l1.::Ce :l:ld reCel\tG 1OVJ u of tl:elr C.1;ls J.t work 0:1 the:r \vlreless phofles,

Figure 1 - LS. Respondenrs Who ;\I:1ke \Yireless Calls from Home and Work. 1996-2000

(~-~ O~· ":: SC' Cii Csn lsi
'::Q -,---_._---------------------------------

l
3S -l

1
3D --:
"'t: j
~ ... ~

1
2C;-:

·,99:;
(r~ : ~. J00;

',;!98
(IIJ : 1,000")

iggg
(N:i,O:;J)

2:;00

Sou~ce !:,)Cs Persona! ~hl'e;es.:: COmmtlnlca.:wnc Use'- SW,;C\, :996-2000

Figure: - U.S. Cellular/PeS PhoDe l.:se by Location

Q n--'/iCl! p'.:rCCI~lClgc of c.!/ :il£' ~:a/ls VOle' m~~id! L,;,J1d rC[l'!\lf a: honlt Dr W()-~·J: d~tr!r.. ~· ..'7 G!P!::-·::J \veek are on yol..U' ceilulo.7" or
pc.,ooluna/ :.·[)'r.nnin~t{,alDn.:.- .h:rv~c:e r'P(~S) phCN1C 'I
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N ;= R~spondento W!lO ie;:,on~d mak..lng 1°'0 or more of wH~kss calls at horne 0, \vork
Sour~e ]Des p~,'·s,)"a.! fji"'~'/e~'s CJ'))}';!lI!:cuno,,~ L'ser SIII"VC1', ~OOO

in ace i lJ or; to 'eIsel'S viho rep b:e sorlie 1:mclllne MOL: s w\ th \vire Jess. there \s also tbe se h'TTJen Ie,:" :;.:mdlin e
rtpLlCers \A:ho have purc:h:l5eC \\;reless phones ins:e:ld ef l:'.slal1mg :ldditloDa] bndlines at hOITI=. F"1~'..;re

lshows ti,e resub of the question abOUl p'JrC:j:J.smg w;reless mste8.d of ;:;urc:h3.sing 3.2 add1l10Da)

;:J.i1Jil:-le. Over ] 2~;) of resycnjc:1ts blG 3. POSitl\ e rC3pCljSe 10 this :jues:lon

Figure 3 - L.S. Cellular or pes Pbones Purchased to Forego Installing Additional Landlines

Q H"s your 1t1OS! recent cel!ulu.1" or pes pilOlil! pUrCha5i:"d n:s:ead of lI:swlll11g iJl1 add,nollal phone hne?

c.erwsa~icor,l kr,ow p.9%)

Yas ('I U %j ~-:;-; t.'''C:;::'.-?,..

~~~j~,,;:; i!69%)

N = 900

Sou~:~ IDC's PO:"s()/1oi vF:reiess Commw:::::.:nons Usur Sun'fI. :000

F: ;.ru:":: ...; Shov,'s respondeCl ts' \:lteres~ In complete] y repbe mg th elr :10me ?hones wah wlrei ess ha.'1c.se~s.

'\'f""j" ~ ,!"'~_p ,-.", r- ..... .t" ~~ d t 'pr'" • 1 p ..... p '1''''''·" ";:> po T"~- 1 "'Of f' 0_ 'Q"'~.,:a.~' p.".V .lle ,.J~ r.,~_:O,ll) 0: r~;:,pon en,s v,~,,. no, .nL,~51e~ ,.I Loe 10~a. n~3..1) .J ,0 0 1.:5",,5 I),'~j" ,.],n,.,
mtereSlec or very l:ile,eS,eG ,n domg so.

Figure 4 - t.S. Interest in Home Pbone-lo-\Vireless Changeover
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N = 90(J
Suurce IDC's Pt::r~()IlLJi Wlrel2SS COmmlll~JCanOIlS Use ... 5,0-1'''.''. :'000

Leap \\'ireless: A C3se Study

Le3j: Wlre!ess' U.S brand. Cricket (ommUDlC:l:lOns, h3.s uken '1 giant stt:'.]J :oward promoting 12,ndline
repbceme:"Jl. ;t has take:l a ve;-:, d:fferent approach to selimg wifeless se,,'lce from traditlonal camers.
(nelet (onll1111TI;J.lions focuses or: cantroUing coSts to ncre:lse profitabi1:ty while offenng r:lies
COl11pt:'lti\e to l:.:nchne 'ates. 70 reduce costs, Cricket dotS not of:e:- roammg capabilities, produces
sn:1p:e bills, Goes not pay COmml$SiOnS to s~lespeople. and does :1ot do crecl: checks on ;1e\V customers.
It offe:-s ur.llmJ·,ed local calling for S:995 per mont;'. T~lS price is silm1::u to pricing for local iandline
ser/Ke. In fact. over 60% of \',5 subscnbers repon usmg thetr WHeless phones as then primary phones,
and 7~o reponed cU1ung theIr bndline completely. Twelve percent of the calls on the network are

moo;le-lo-mobl1e c3.11s, and ~O~O are incoming. This lowers the interconnectIon charges the C3.mer has to
P3Y ~or c31lIcnTIlI:alion. and the iDC01:1mg caJls result in ler.runatloll fees paid to Cncket by tl;e local
exch::mge cz.mer (LEC).

Although it is possible for a large ca:Tier to offer services similar to Cricket's, it is doubtful we will see i~

h:;ppen. Large ca~ers have a great amount ir.vesled m their nationwide ner"vorks and have much hJgher
expenses an.:! lDvestments than (:-Jeket. It is possible. ho\vever, for a caI7Jer to develop another brand
that :s not at a]] assocl3.ted with ltS ;:;arent company ir. the consumers' eyes and that offers a service
siml1ar to (I1cke:'s wlthout roa.":1.ing capabillties, credit checks. or corrurussions to salespeople.lfthls
bra:1C co:;]C man2.ge to control costs in the same way as Cncket. it tOO CDllld develop a base of'ilsers who
pnmarily '..lse theIr wneless pho:1es :nsleac of theIr wired ones. These customers ',\';11 not only g::ive out
~he,r '''''lceless phone numbe;-s If all mcorr.mg c::.lls are included 1:1 the base ?rice, but they wliJ also use
theIr wireless phones more, whIch will likely reSil]: m less chur::! among those subsc;--;bers.

Vox.Lin k: Addressing So me Issues in Landline Replacement

One of the major issues in totallandline replacement IS the fact that \7\'ireless phone banery hfe is li:l1ited.
Let's :ace it: W1th a \v,rec phone, you never have to WOI-:-y about charging it. .tv1othe;- d:-:J.wback to fully
domg away w:tl1 l::md:;ne lS the fact that you'}j have only one handset i;) your house. That r:1eans that !f
you are m the b:lCK bed.room ant you are lucky enough to hear your handset ;--.ng, you n3.ve to hunt down
:hal handsel a: order to ans\ver ::1e c::.ll. (Mar:y of us can relate :0 this Situation when 11 COr:1es :0 cordless
phones m the bouse.)

One: C;);;lp.:ll~Y. \'0:"''::' bJ.s .:ic:\ eloped :i plJ'::UC cJ.1Jed V'J:.. :....m1: tb::ll shoulC resol ve th~se ['.ve lssues
VcxLmk IS a srrJ:lll "base s::.Ulor;" thill tums a \.\'lteless h::mdset l;;tO 2. second phone Lne when the base
5:' :l:1 (Ir. IS pi uggec lrllO 2. \/...·ire1m c: conr.ectlOn. Vox.Ll:1k corJ1eC,S irlto the home's te k;:;none v,'irmg so ,hat



\\:hC'~~ :l CJl[ ':::=!I~:C~~ ~:~1. .1:: lh(' ?hO~l:?: ;~! :ht:' hCH~~e rl:i; ~he r;:l~ lS J1S:;:J~::\'C LO :h:: :i:l!1c.~et on \.\'hl:h :he
c:_d! :::ll1'l::: TlI::: DJ.SC S:2.tIOrlj]SC :1C:S 2.5 ~ 'ChJT~e~, :.llleviJ.tlnC J.l~\ \\cJr'~~es JuOlli L;:;erll~:": t:le '::Jne~,- . _. I _ ~

C;~J:'~e:J fOi' :.d~ c:.t!llD~ neeiJ,3 l:=JC e:\oect,3 t:lejevlce to :.lppt'::.l: to people who 'T,;}l; e :1:1': :-ecelVe \\l;eiess
ClI:5 J: home. ::sjJec:all:' :.1: tile p;oduct's pi:.mne·":: pIle::: pOll1t 0;- S] SO, The company code. l::1p,OVE l,S

product by offe:lr;g :l Sl:l:;k b::.se SUllon t!~J.t c:m hJ.ndlc mo;e t:1J.n one :l2.nc.set J.nd ::y offe:-lng uruts
suppor'dng J wIder \J.:lery of handselS,

Landline Replacement forecast, 1999-2004

,VII.![h od%!::.'y

T0 dete:1~11:1e the tow] ye3.rl y ceil ulariPCS :viOU s. IDC Erst ealcu: J.ted the average monthly L:se per
s~lbscnber basee on iinom;s from our 1999 and 2000 Persona! rVireless Commw11c:nions r....rser SurvtYs,
These te:ephc1\1e s~:\eys of households that were usmg celbl:lr and/or pes weie cond'Jcted at the
beglijr,mg of j 999 J.nd the beg:nnlJ1g of :UOO,

.:..ccording to the surveys, tl,e 2Ver:1ge mo:nhly house:1old cellular/PeS use W:lS 155 r.1inutes m 1999 and
2-\8 lTImu:es :n :000, Bec:1use theseclS:lge kvels are for households, IDC next considered the 3\'e:-age
number of cellu!:.lr?CS phones per housebold, In 1999. this n~llnbe;- \VJ.~ 1.-4:: 111 :2000. this nur:1De: was
1,55, lDe then calcubted the :l\cr3.ge monthly llse per SUbSC71Der by dl lilc.lng i.he '.Ota] mor.thly
hOllsehoid use by the I:u:nber of cellular/PeS prlones per hOLlseho1c. For] 999 :md :000, t1m \'-,orkd OLlt
to 109 anc 1()O mmutes pei month, or 1':;07 and 1,918 mmutes per year. respectively,

Ne:'\L iDC's cellulai/PCS SUbSC:1Der forecast was L:sed to deter:-nine the total cellular/peS !'vl0Cs,
f~.ccordlD~ to the [oree3.s,. 2.t the e:1d of 1999. there \\ere more than 77 rmlilon cellular/PCS subscribers,
By the ~:"l~ of :(10.:;, IDe pred:cls that there WIll be nearly 144 nullion cellub.r.'PCS s'Jbscnbers. T;:e
;J.\'erage ;wmber of cellu;ar'PCS S\.lDscnbers in 1999 was t~e:l mult;plJec1 by :ne average yearly
cellular/PCS !..lse, The result was that more t1;:'.11 93 b1]]lOn WIreless mm:.nes were used ~n 1999. S;;nlar
calcu!atior.s were done for :he 200(1-2004 peflod,

NeXl. t~e lOl.?,! landlme !vl0Us were calcul2.1ed a:10 forecas: by ruC's lancl:ine research grot.:p, Using the
toui b:1,::h:1e and ~ow.l wneless M0l;s, IDe de:er::1l:1d the tot3.1 Telecom l'v'10LT s. Las:, w;reless :md
b:1cLne !\10z...:s were c2-]culatd <.:.s a peiCent3.ge 0: total telecoI:; MOCs,

IDC also has consumer, business, VOIce. 2.:1d data splits in the forecast. These forecasts were wade us~::g

the forec,2sts for :~e consuI:lerrDusir.ess and voice, data spins from C',S rV,re!t2ss Sen'lces anc Devices
Murkel Assessmenl, 1999-~004 (IDC ::::: 1.4 , Apnl :000),

For more jet:lll on the landLne forecasts, see C" 5. Resia'emla! L::ndhne Je!ecomn:UI1lC:J:lons Marke:

Assessmel1! and ForeC:J5!, ;'999·~OO..,< IIDe ::-:1), Septe:nber 20(0),

~, .1" b . . .;' , , , .;
/,'012' ."iil nWJl ers in !f,:s tnucnn may nor oe C.':QCI aue IO roww;ng,

1999-,]004 Forecast

TClbk j shows the aver2;,:e r.lon:hly ce!!uL:.riPCS MOL:s per house:-Jold. the ,2\'er:lge number of"
ce:l:J!ar,PC5 phones per hO·Jsehoid. :l:Jd the 20\ e:-~£e month:y and ,mn;"d Ct-;iLlbLPCS MOt's per
Sclbsc" 'bcr,

TJ,ble 1 - U.S. CellubLPCS Minutes of Lse. 199!J-200-l



\:::~cr.ment :

?:.l~t' t'

144{) :CUOO

,.:.. v~;'~~:- n~onth!> :~1lL:,~r.'P'·'=-5 ~lCli...-'s i::-
per iil)U"enolJ
.----,- - ,--- .-- ----- - .----------,
,·\I'era~~ nur:1oer ot' ~~!iL:~J;PC'S j"::

:phoneo per hC:~L'i=holc

,".ver;::;:: :11:1:11.':]:, ..::::lit.::::rPCS idOL's: 109
?e, 5~125c:':ber

,.c., \'e:'Ji'''' vt:Jrjy~eiiujJ.rPCS ;vlOLs 1,~O;
;peT ,;ubscnJt:r

160

1,9 ! 8

~[)Ol :1l0:

.3 lJc 59~

i 6..: 1 -'

, - ,~

--- .)-:;

:,909 ':\.1 i6

:Ut13 , 2UU..
i

1L){)(j-20()4
,

I CAGR (II.- u -,

~~- ; ,US: J7 0

i 85 \.9~ v,S

,<
5~S :,8 I~ -' ~

: ":1 i o,~;.l :;8 1- ,

Ke)! ,",ssumptlons:
C=ilul;:: ::tnd yeS CJI",;,!erS "\'1); cor;U:'lue te ~nrJct ne'" s'ubscribt::5 and encour:::gt hJgher use ieveis :lmong :xlstmg

sUbsc:'lbers
C",liuiJr anc ?eS CJOTlerS w11) COn~l;"i.l~ 10 =:~;;a:ld then t;J.;·ge: markets for sej'\'lce

,'vkssJ~es In Ille D:ltJ,
, The :;.vera:;, yeariy wneless ivlOlis peT 5ub5c~jbtr will g,ow Jl a CAGR of 38, 1% betwee:1 1999 il:1d ~004

An lDC,:::lSe Ie the r.lUr.1De~ of ce ll"IJriPCS phones per househOld wlll JCCDun[ for some of t~e ;rovv:~ m MOlis,

Suurce IDe. ~OOO

Over ',;le fereDst j:1enod. cel1uL::.r/?CS household MOL's \\'111 lncre:;.se at a compound annual grov.1.h rate
(C.-\GR) of.:;'"' 6~u, [:0:11 155 :ninules j)eT month in 1999 to 1,082 r:ll;)utes per mor:th 171 200'::, Ho'wever,
not ::I1J of thiS lDCre3.Se \\11) be from ex:stmg SUDscnbers inc:-easmg their use, .A....'1 inc:e:lse In the numCle:
of cellular/peS pl:ones per house~old \Vll] aCCOL:n: for some of the growLh lD I'dOl's. S;Jeclfically, the
;1 Llmber of cel1ubriPCS phones per household IS expected to grow at a CAGR of 6,8%. :;-om 1.42 in
)999 to 198 1:1 2004, ,j..t the same t:me, cellubr'PCS use by the indiv\d'..lal subscnber will Increase from
] 09 mll1utes per :11orl:1'. in 1999 to :'48 111 2004,

IDC caicu1:J.ted 3VeT:i£e yearly w'ireless ]'vlOL's, lar.cline !v10l's, and total ,elecom MOUs. Wireless and
i::.ndlll1e !v10L's ."vere the:; c:llculaled as a pe;-centJ.ge of total te:ecor:J MOL:s. l},e resuhs are shown m
T Jble 2,

In sur.:;..'11ar:,', the grow::: of total annual WHeless MOl:s will be strong, increasing at a CAGR of 57.5%,
from approxGn3.reiy 9::: tn1l1on in 1999 to S9S b11hon in 2004.

Ot: tlje 12.:-J::Jl:'le side, grJw~l: in MOLTs is expectec 10 be more moderate, Lan:::line MOCs sbould grow at
a CAGR cf S,0';0. [fOr;) 3,1 tnliion in 1999 to 4,5 lnliion in 200·t

Table 2 - r.s, 'Yearly Wireless and Landline Telecom !\Iin utes of Use. 1999-:004 (B)
1999 :000 :001 :00: :003 ::O{)4 11999-:004 I

i CAGR (%) I
;Ycariv \\'1,el:::S5 ivlOlis 9:: 160 :':'8 661 898 \ ;~ ...:

: - I '- I
iYe;:;rl) !:.t:-:dlme MOl;s :: .061 :.30-; ::,5"76 ; .sIC ;;.) 6.;; ":.-lCl5 I 8.0 I
:y C:l rl\' LOtal telecom ...... I

:.~67 3.854 ~.317 .:l,8~5 5,393
I

11.3 I
I • J\l :--~

!livIOl;s

'\\'j rcles; as a shaH 0 f :,9 ~.6 - ~ 10,;.\ 13.7 16.6 41.5I ~~

total u:lecom "'lOts ("i,,)

:Landline as :l shan of 9'7,1 95.4 9::.8 89.0 86,3 83.4 -3.0
,tot:"l tc!ecom i\'IOT..;s (~/"i

Ltv .t..5S~r..lptlOnS

Ct!ldar'PCS C:l;-rle~s WIll CDTInTIUe [0 arc.:lct n~w SUb5~~IDCS :l~1d encou:ag~ hig!le, '.lse Iev~~s :lmong eXlstmg subscnbe~s

C~ii~iJ~ PCS C::~I::~S Vii;] commu~ to t:':par1c the1r ::l::-el rr,:d:.e,s for S~;":lC~

Ac:eS"-~ln~ gro\\':IJ wll) .:;:mt""lue ,,1 a;:?~c))~!IT·.;l1~!Y 2--1";,,, pe~ Y:::lr over :;,e forec3.st pe'lOd due to popu;aDon groVl'th. housmg



The ;Tl'wth of tol:! \"j)el'~SS M(A, \\'11: ~'::' won;. fiDnJ ~'.~ :llll:on II, I(joe [() 3C:~· b:illOr. \f. :U(;..:
:_JnJilne i'vlOL~, \\'11 1 J:~O ~\~ener.~~ ;rrl)n~ ;TD\.~;; l:1\l)U;nOll; lhe tore:::Sl penou

:)ou:'ce (~)C 2UIJ(;

(ive,:;;IJ tot;l1 l::lecom 1\'lO~~Is ::l~e fJreC.1st 10 lDcrease from 3.::: '.:llllon \:1 1900 :0 ~.l !:llllOTI CD :::004
C:Jl~:lJ;lral] ve Iy, the c."-. CR for \\']r::1 ess M(; Ll S IS ::0:1S1 der:lIJ ;>st:-or. ger :hJ.:; :ha: fo~ !a;-;dlme MOU s
: - 511 u\Ie,s us S Dc o Therefore. over the rorecas: !=len od. \\1ft! ess .r-...·1 'Jl~s as " percentage of 101:11 tel eeom
~\/lm...;s \vllJ mcre:J.se cor.slderJ.bly. from :.9°'(J lTI 1909 10 16.6% lr, :::O(i.:1. whereas lD.nd;me MOL's as a
?erCen;;lge 0: lOD.J MOtis wl1; decrease. from 9' 1% m 1999 :0 S3:.!.[J~1 ir; ::004.

TClblt 3 shows the 'voIce and d:1t3 iv!OL1 S sp!n for both l::mdline .;1:).: w1[e1e55. In 1999. nea:-:y aU \\'lre1ess
1'>-10 1,-'5 \.\er~ VOIC't. :J.pprox:n:l\ely 6°;, were G2.I3. \A':neless 03.:2. ;''11101)5 a,e expec:ed La increase at :l.

Ct.,G R of 1:::: 1U u, fror:1 ] 10:11100 m 1999 ~o ).;, blllior, iI: '::CIG.:l Or, the l2.ndlme slde. [he vOlCe/cala split
\5 ver:\ dlfftre!1: D:l:a !vl0 Us represerlted 3.pprCXlmate1y .: O~;J of th eland; l:1e MOL's I::' 1999 The
]:.mli;iT:.e CaLJ MOL!s are eXj)ec:ed Ie !;"lC;"e:lse [:-on; \): S billJO:1 mll1utes m 1999 :0 2.5 t:illJon lTI :00;1.
rdect,ng J C;GR of: 1. 9° 0 -;-he spln ber,vee;;. data :md vOice lal1d1me MOL's shifts fror:1 30/70 m 1999
to )5/J.5 II: ::00.1 On the w:reless slde, :be splJt r.et\.veen d3t:1 and voice ShlnS from 1/99 to 6/9.:1 d·j:l.ng
,',,,, .', P - -1 0 'P~""I ',rPj' 0 .1."., 1\,'011 -P ?'f1' -, ,,~. "h 'OT 1'''')'''''0 ' ~'IOlls.1,~ ~~n1~ pe,,0'~. \'~, ~I • v.· .. ~ es-, ~~L_ 1\] ~ S . ~:n_u, 10\\ I.omp,,-, eo W1"J l ,a L~ ... ,- r:,1" '.

Table.3 - FS. Wireless Jud LH1dline \'oice Jod DJta Telecom ~IiDutes of llse. 1999-:004 rB)

Key ,:'.ssumpllons:
Cellubr.'PCS earners w111 ,; QnllJ1ue 10 ar:nCl new sUCsc-r;bers .:~c encour"ge higher use levds ",::long e:\isnng si.lbscribers.
CelluLw'PCS c:,r.:er:; w111 C8n::::ue to e':pr.d :~1eJ: 13rget :narkelS for se:-vice.
~~.:c:::ss-hnc groVo'1h ....vi1i con:l:lUe Zit .1pprox~:TI~te'}:'~' 3_4C~CQ ~tr yeJ.:- Qve::- the fD:-eC2.S~ period :ue [C ;;,opuLuion gro\\rrt~ ho~srr;g

~;O\\-t~I"I•. 3nd the c.or.tuv..lln~ ::-e:lci of 5e:::ond.. li~e lrlS7J.11.:ltltJns.
:',,'1 ess3g~s In I~e :)a1.3..
W"eless ea::l MOlls art e;(peClec. .0 mcreaSe a, a C,t'.GR of 1::2%. :'ram ; bi;llan !.J: 1999 to 54 b;llJor. 2004.
;r. :004. v,uekss \Ol~e MOl's \\'11: reTes:nl aDDU! 5"0 0::'1<: landl:.ne VOle: MOts.

Soure e: IDe. 2000

F;;.;u;·C' ~ shows the wm:lessiland1me and \Oice.'2a:2. spLts \\'i:-eless data, .:;l:hougll representee 1::1y the
smalksl 'Jar or. ~~e ;rap:-" is gY"Jwir:g at the f~srest rate' at a CAGR of about 122.1 % over :he f:ve-ye:lr
fo:-ecas~ ?enod. ThIS p-owth ;s ::lose:y foHewed by the CAGR for the wi:-eless VOlee MOUs, \"'hleh IS

::"iJprOX1:Tla:e:y 55.8%. Jj200.:l. wIreless vOice MOL:s wll1 be eq1J3.1 ~o :::% oithe tol2.1leiecoo voice
MOlls,

Figure:5 - U.S. \\ireJess and Landline \"oice Jod Data Telecom ~'linutes of LOse, 1999-2004
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o ':' aarly W i,siess :i2I.2 1\IIOUs

Table ~ sho\vs the split of v,ireless and 1:mdJine Iv10L1s by consumer and jusiness st:g:ne:Jts \V:reless
cocsume~ MOUs w111 increase at 3. CAGR of6~,1%, :rom ~5 bll1Jon mmutes in 1999 to 556 billion
n1mules III :00.:1 Lmdlme consumer MOUs :lIsa WJ1J i:1crt3.se ove:- the ;o;ecasl period, altl;ough at a
much slower rate of'] ,5% pe:- year, In 1999, l:mdline consur:lers usee 1.2 ~:illion minutes: lD 200~, they
l,vli} use 1.4 t:-ill:on :;llTI;lleS (volce and cata),

Table 4 - 11.5. \Vireless and Landline Business and Consumer Telecom ;Vlinutes oeCse, 1999-:004
(B)

1999 2000 :001 2002 2003 :;004 I 199Q-2004
IiCAGR(%)

IYe:lrly'cqreless COnsu:ncr M(J!Js .:::,.: 85 l:5b 259 397 556 , 65 ] I-
;'':':::If:Y wlr~!ess busmess MOL:, ,- 75 l' , 183 :65 3-l1 I\: .:; I... 1

... v __

;'y' :::'.rly !:mdL;Je CO;Jsumcr !'-1(\l"s J.:; :- ~ .26- ;.29° ! ._.. -~ 1,40- 1,'1" 3.5 I.--- I
:Y t:;.r\· b.ndh::n: bUS1:Jess !vj,rJtrs 1.S.lS 2,040 ~ :-" ~.~Q-

, 3,0:53 :06
I •

I 1.:58 1 1'::1 1.':54 ' ,..,.., 1.804 1,999 9.1--- ,.Ool')

'Total consumer MOlls

!1:;t3.; bUS1:Jess MOl's 1.895 2,} 15 1.-'+00 :.685 3.021 3.:94 ,~ .:.1_,

Key Assumptions'
Cel1ul:lr 'PCS C:l:Tlers wl:1 contmu~ te at::'3.C; ;Jew subsc:ibe:s a:-.d encourage ilgber use levels among exist:r.g su~sc:Jbes,

C:::l!ula:<PCS ca;:'")~=-s \.viU ~Qn:::1ue to ~:-:panc. ~helT target :narLets for sel\"lce .
.t.ccess·lmt grov..1:-' will CQ;J!lnue 2\ JppTlmmateiy 3--:% pe ye3.: over the fore::lSl penoddue to ?Oplll:ltl0r. g;OW!i"" hous;ng

groIN!h. and :he contlDulng rrend of second-line Inslalbnons,
Ivless:lge Ir. :11e Dat:l:

\i,' ;re iess wl1l m:lk~ up :J.pprox:m;ale Iy ]7% of the total tel::co:-r. MOL's If. 20('.::'

SOLlrc~: IDC 2000

Vv'irel:::ss busmessl\10Ls wll~ l:1Ce:lSe 1t 3. CAGR of .1.8,5%. from 4- bi:lion in 1999 to 3';1 billlon in
=OCd. :"'J.lJchr.e bJsmess MOr....:s will ;ncrtase [rem 1 S tnlllOD r;uniJ:es in 1999 to 31 tri1hon lD 200.1,
~tct;r'.' 2 C.':"CR (If:fJ 6";,

Fi 2are n shows the wlreless/bndllne and Dusmessiconsumer MOU spiits. The group of w:::-eless
consum~r MOL's 1S :l1e :astes: ~;ow,ng of the segme:1:s IT; 2000, v-'l:-eless consumer MOUs wlll su;-pc.ss



'\~~J~ ::m~::~

~~J~"~. l.

W:l":;:]:::~S ~l:SI:J:::S5 tvIC)L's O\e,:.:.:;. Wifeless MOL"s ::.:-:;: :.:. sm:.t:: p.;, of the tO~J.l c:::\e::o;;, !vIOt:s. Dl:l

ww::less usc \5 ~rOW\E; -:j~lck!)

::.t::1e ~ shows !he perce:JtJg~ of wm:less subsc~"'.be:-s \vho are landllne r~pbcers. ac::odir.g to the th:-e::
t>'pes of ,epbcemen~: those who cOl":1plelely repiace landlme. those \\'ho j)urchase wlreless l:1ste:tc of
Jddltlona: bndllnes. and those \\'ho migrate some bndime IvlOUs wlth w\reiess.

Figure 6 - U.S. Wireless and Landline Business and Consumer Telecom Minutes of l.:se, 1999-:~004
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Table 5 - FS. T~'pes of Landline Replacers. 1999-2004 (%)

i 1999 i 1000 I 2001 2002
I ', I

iTota] b.ndline replacement 5.5 0.0 8.0 10.0

[V-',r:less ,nsteac of 11.0 12.0 1;.5 150
iadditlonJ.! \a:1dlmes

:'vV,rdess rep.;lce;nem of ~ - ., 49.0 :,:.1 55.0;;. I

:bndll:1~ lvlOUs

2003 2004 11999-2004 i
CAGR (''!O) 1

12.0 14.0 I 20.6
IP.O 19.0

I
11.6 I

5/.5 590 I 6.2

Key A~S~X?tlOns.

People \\jlJ cont,n~e to ~se l:mdltnes for dJ.ta
C=llubr'PCSC:lrTlerS W1;; con::nue [0 reduce or ehmJ:1ate rcarrung anc. long c'.lstance c::'arges
SOffie sUDscr;bers replacIng some bndime MOUs \Vl:); wrreiess rrught be total land.lillc replacers lTI fJture years. Tnerdore,

grov.1h lr, wIreless repj;)ce:nem MO'Js wlD be slower tb:m rhe other cJtegones of bnc'.hne replacers.
IV! essages LD :he Lia;a.

Ir, 200;';, "-Pi:lro:\ll';IJre!y 92% of wIreless subscrl'(1CrS wtl] usc then w',Teless phones instead of ianc'.lmes .
. The !;lrges: grouJ= 0;' replace;s WI]: be :nose whc: re;::;ac~ SOffit !::mdime MOl~s "''ltn "'1reless.

SauTe: 10c. 2000

The :3.rgesc ~oL:.P of ;-epbcers will be t:lcse who migrate some l3.:lc.lme MOl;s to \"'ueless. b i 999,
~pp~c<'~:mJ.~e;;-' J..J~{J Or\\-1reless .)Ub~C::-lhers ftl~ In:~c\ thlS ~l'\>UP- By =>~)O~. J.P;:-'T~>-':Ji1';3.(e~>· 60°-;) cf\\'ir~less

users wllJ r:11grate l:.mdhne tvlOUs [0 "'''vireless T:::e second largest group IS the group of subsc;ibe,s who
pur::l:.,;,se v.J:-e!ess ;ns~eac of addJtlOnal l3.nd:mes .. and the smailes, g;oup of :-ejJ~J.ce:-s is the group who



~r::JC!Lrrl~nt :

~J:J.~~ .

':(Jrn~d::te!~> r:::;:J.c~s !~rlcillnt~ \\':~h \\,!~eleSS C)ve;- ~;-+r~'\1 of sujsc7;bt:T: \'\'111. 17'l one \'\'3\ or :l~·Lothe:-. L7-J.TIsfe:·

J:J.lld::nt MOL,s to w~~::;::s~ b\ =,)()~

Forecast Asslllllprio/ls

·711:$ lore::::J.st relIes on the [0,eC3.S1 :md :J.ssil;npt,ons made in Lr S .vhrc!css Sel-\,lcc5 and Del'lces ;'yf,ltker
~ssess menl j 99~< 00.:: (IDe ::.::.::. :..1 . Ai=Jll] ::. 000) as \ve lJ as those made 1E [J S Resldenna! L:mdline
Teieconllnl-IJ1iC:1110nS M:1rkel.-'.ssessmcnr uild Forecasr, J999-::00.:! ODC ::::'"120, Sej:ltember 2000).

Cellu13.L?CS C:lT;erS w:;; ccn:mue ~o attract :1ew s'ubscibers and encourage higher use levels among
:::OSI11,g SuDSCrJc:rs bv c:fe"n~ 3.'!r3Ctlve r:lte p13ns.

Celh.:l:1r.'PCS CllTierS \Vl;! ccr,tmue to ex?z.nd the;r i.2.rget :l,arke:s for sen·ice.

Celiubr,PCS c:J.rr.ers WI!] cor.tinue to buncle value-added senlces. such as caller 1D aTId \oicem:::.il. as
par:. of the1r offen:1~5.

Ce!lubriPCS cJ.:T.ers w111 CO:-JUiUe ',0 reCLlce or elm::n.::te TCJ.:-:1,ng ;;";1J. ;on~ CiStJ.Dce charges,

· Ce!]u~:lr/PCS camel'S \\.·dl COiitlI1Ue to offer off-peak spec!:::.] ntes such as free TIlghts and weekends to

e"COLlT:lge use dunng off-peak t1IYles.

Repl:J.cers \vho repbce only some MOUs will mlgT:J.te Into the total re?lacemem category.

· Strong economic ~"To\v:h over the forecast pe:ioc will contir.ue to drive MOU increases.

· Increased competitlon i;"J the long c1st.:m.:e sector "Vlll genente additioD:::.l p:ice reductions, w'bich will
translate mto strar.s MOL' grow'1h.

· Access-line ;1'o\,.. t1". \\ill caminue at ap?TO ximatdy 2-4%1 per ye3: eve" t~e forecast penoe cue to
?OPUbtlO;-'J,9"owtb, housmg growth. and t:le contll1umg trend vf 5e~ond-lme lnstallatlOns.

'Grov..'tl: lD toll-free and pnv3.:e-)lne mlI:utes wi;] be strong 2.S 3. result of nerwork ac~ess integ:-ation. As
more compames :idopt the '..:se of pnV:lte :ines for bte:1let access, they w,D 3.1so migrate their vOIce
traffic [0 these ced:c:.:nec ClrCL:.~lS,

Additional Comme1lts

IDC n;ls iielded :nany questlor'.s on how much ~o\\·th G) ,he vnreiess MOCs represeilts new minutes of
t.:se versus those :h:lt h3.ve :Tl;g;-3ted to l2.ndlme C:1fOf':'..lr.2.1e!y. there 1S no e:::.sy answer. although
comp:-",g the g:-owth of 12.ndb:e MOL's to ~hat sector's gTowtr. JL:st a fe'J..! :vears ago can shec SOr:1e light
or. the lSS"le. S11J1. one c~r. oely assume wlth :-ale plans that mclude n:gj:I :lnG weekend rm.Jutes for no
cha;ge ::tnJ long Clst2.I1Ce at no csarge, It ;s chea~er to L:.se \v\celess over b::d11ne m many sltuations -­
:J.lreacy 2. praCtl ce of mar: y :15e:-s_

A::ot';cr i5:5Ue tba: cernes t.:p ()\'er :mcJver 15 the percentage c'[ replJ.ce::ler.t that is long dist2..l1ce versus
10c3.] c:J.l}~:~g Th1s area. 100, IS ddicuit [0 quanu{y'. Long 01Sl2.l1Ce c.lib::g :s one" much .:::}t:.lper""lh .:c

WHeless pnone bec:H..:seiomestlc lor:g dls::mce ch:J.r~es are !:1cluded ;:1 many ,:lie pla:1S 3.'-ld ~ecause

"rOo'j h ~~"'I co"~"'~ "Tr,p -"y", d f' 1-", ,\.., r'l -,1 I~~'" 11, P'l c;\\ ,. ~ ess JO::le I..,~L]:1= ~j e~~ \j .. ~i1 ~"t,an ;;.l[l1J",r LIla.. oc~. ~J!ullne C3..,.n= _re_s.
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AFFIDAVIT OF NANCY WALDEN

STATE OF NEW MEXICO )
) S5.

COUNTY OF BERNALILLO )

Nancy Walden, being first duly sworn, deposes and states:

1. I reside in Albuquerque, New Mexico and am employed by Bank of

America.

2. 1 have subscribed to wireless telephone service through Cricket

Communications for approximately ten months. My telephone numbers are 505-261­

6979,505-261-0617, and 505-261-0518.

3. I learned of Cricket's service through its radio and television advertising.

purchased this service as an alternative to additional landline telephone service for my

Children and me. The service allows me to keep in contact with my children and the flat

rate unlimited local service feature makes it more attractive than measured wireless

service.

FURTHER AFFIANT SAYETH NAUGHT.

~rltf f.;, }aLdPdl~

SUBSCRIBED and SWORN TO before me by Nancy Walden this 15th day of
November, 2001.

--.-- . ~):trVLV {\~Ot---d
f'lOtary Public \I -OS

­
..-

My COITlmjssipn Expires:
. ..

AFFIDAVIT OF NANCY WALDEN - Page 1



AFFIDAVIT OF ALYSSA CAMPBELL

STATE OF NEW MEXICO )
) 55.

COUNTY OF BERNALILLO )

Alyssa Campbell. being first duly sworn, deposes and states:

1. I reside in Albuquerque, New Mexico and am employed as a Fashion

Consultant by Victoria's Secret. I have subscribed to wireless telephone service through

Cricket Communications for approximately three months. My telephone number is

(505) 304-0732.

2. I learned of Cricket's service through its radio and television advertising.

purchased this service as an alternative to traditional landllne telephone service. The

service fills my needs for telephone service better than traditional telephone service, as

I use it both at home and when I am away from home.

During the time I have subscribed to Cricket's service, 1 have moved my

residence once. The move did not affect my Cricket service. In contrast, I would have

had to terminate and reconnect landline service when I moved, resulting in more

expense to me.

3. There ;s no landline service in my apartment. My two roommates also

subscribe to Cricket service.

FURTHER AFFIANT SAYETH NAUGHT,

SUBSCRIBED and SWORN TO before me by ALYSSA CAMPBELL this IStiJ...
day of November, 2001.

AFFIDAVIT OF ALYSSA CAMPBELL - Page 1



MY'Com~i~slon Expires:
. " .~

.! d.-"-/ -07

AFFIDAVIT OF ALYSSA CAMPBELL· Page 2

~~ {1J(. W-t,;....
Public



AFFIDAVIT OF STEPHANIE GALLEGOS

STATE OF NEW MEXICO)
} 5S.

COUNTY OF SANTA FE )

STEPHANI E GALLEGOS, being first duly sworn, deposes and states:

1. I reside in Santa Fe, New Mexico and am employed by Target Stores.

2. I have subscribed to wireless telephone service through Cricket

Communications for approximately 7 months. My telephone number is (505)

316-5295. I formerly had landline service at my residence, but terminated that

service approximately 6 months ago. 1 also subscribe to Cricket service for my

teen-aged daughter who lives with me.

3. I learned of Cricket's service through its radio and television

advertising. After purchasing my Cricket service I determined that it fills my need

for telephone service in my residence, and I have the added advantage of being

able to carry the telephone with me. I therefore terminated my landline service and

have no intention of purchasing land lines service at this time.
.I

FURTHER AFFIANT SAYETH NAUGHT'/'VL-~ /LL _
STEPHANIE GALLEGOS

SUBSCRIBED and SWORN TO
15TH day of November, 2001.

Notary PUbl.~'c /

My Commission Expires:
/

AFFIDAVIT OF STEPHANIE GALLEGOS - Page 1
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BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION

IN THE MATTER OF QWEST
CORPORATION'S SECTION 271
APPLICATION AND MOTION FOR
ALTERNATIVE PROCEDURE TO
MANAGE THE SECTION 271 PROCESS

Utility Case No. '3269

TRACK A REBUTTAL TESTIMONY OF JOHN BADAL

.Owest Corporation hereby submits the attached Track A Rebuttal

Testimony of John W. Badal. Mr. Badal's affidavit attesting to the testimony was

not available at the time of filing and will be submitted as soon as possible.

Respectfully submitted,

MONTGOMERY & A DREWS, P.A.

By~+,,-,~--->:~,--~~"7'- _
Thomas W. Olson
Post Office Box 2307
Santa Fe, NM 87504-2307
(505) 982-3873

Attorneys for Owest Corporation

OWEST TRACK A
EXHIBIT 2



BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION

mTHE MATTER OF QWEST )
CORPORATION'S SECTION 271 )
.APPLICATION AND MOTION FOR ) UTILITY CASE NO. 3269
ALTERNATIVE PROCEDURE TO )
MJ\NAGE THE SECTION 271 PROCESS )

TRACK A REBUTTAL TESTIMONY

OF

JOHN BADAL

Q\VEST CORPORATION

January 11,2002
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Traek A Rebutt:.!1 Testimony of John Badal
Utility Case !'io. 3269

January 11. 2002
Page 1

1. IDENTIFICATION OF WITNESS

2 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND CURRENT

3 POSITION.

4 A. I am John Badal, Vice President and General Manager - New Mexico, for Qwest

5 Corporation C'Qwest"). My business address is 400 Tijeras, NW, Albuquerque,

6 NM 87102.

7

8 Q. PLEASE DESCRIBE YOUR RESPONSIBILITIES IN YOUR CURRENT

9 POSITION.

10 A. I am responsible for the development and management of public policy, regulatory

11 and legislative issues as they relate to the delivery of telecommunications services

12 within the State of New Mexico, which include the construction of

13 telecommunications infrastructures, the delivery of telecommunications services,

14 and the improvement in quality of those services in New Mexico.

15

16 Q. ARE YOU THE SAME JOHN BADAL WHO FILED A DIRECT

17 AFFIDAVIT IN THIS PROCEEDING ON OCTOBER 5, 2001, AND DIRECT

18 TESTIMONY ON NOVEMBER 16, 200t?

19 A. Yes.
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Track A Rebuttal Tcstlffion: of John Badal
Utility Case No. 3269

January] 1, 2002
Page 2

II. OVERVIEW OF TESTIMONY

\VHAT IS THE PURPOSE OF YOUR TESTIMONY?

My rebuttal testimony mainly addresses the issues raised by Mr. Michael S.

Ripperger on behalf of the Advocacy Staff of the New Mexico Public Regulation

Commission and Ms. Diane Roth on behalf of AT&T concerning the presence of

competition in the residential local exchange market from Leap Wireless's

broadband pes service, sold under the brand name Cricket. In my testimony, I

demonstrate that Qwest's largely unrebutted evidence shows that a more than de

minimis number of residential customers in New Mexico are replacing their

traditional wireline service with wireless service from Cricket. The FCC has held

that broadband PCS service providers like Leap can be treated as a "competing

provider" for the purposes of Track A if it is being used as a replacement for

wireline service. The FCC has also expressly recognized that Cricket subscribers in

particular are using their wireless service as a substitute for wireline service.

Therefore, the evidence Qwest has presented of residential customers in New

Mexico purchasing Cricket as a replacement for wireIine service establishes the

existence of competition in the residential market in this state.

DO YOU PLAN TO ADDRESS MR. RIPPERGER'S AND MS. ROTH'S

DISCUSSIONS OF THE INTRADO REPORT?



1 A.

2

3

4

5

6

7

8

9 Q.

10

11 A.

12

13

14 Q.

15

16 A.

17

Track A Reburtal Testimony of Jonr. Badal
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No. Both Mr. Ripperger and Ms. Roth discuss at length the flaws they perceive in

the Intrado E911 data I cited in my Direct Testimony of November 16, 2001. 1

Qwest, however, has already submitted a motion to withdraw that evidence.2 While

I take issue with almost of all of Mr. Ripperger's and Ms. Roth's characterizations

of the Intrado data and Qwest's presentation of that data and do not concede that

their arguments have any merit, there is no reason to continue to debate that

evidence at this time.

DO MR. RIPPERGER AND MS. ROTH ACCURATELY DESCRIBE THE

PROCEDURAL BACKGROUND TO THIS PROCEEDING?

No. The witnesses have failed to describe fairly the procedural history of this

proceeding. Therefore, it is necessary to summarize that history here.

PLEASE SUMMARIZE THE PROCEDURAL BACKGROUND OF THIS

INQUIRY.

In his Report on Track A, the multistate Facilitator, Mr. John Antonuk, erroneously

concluded that Qwest had not satisfied the residential competition component of

See See Testimony of Michael S. Ripperger in Response to Qwest's New Mexico Specific Tract [sic]
A Evidence, In the Matter ofQwest Corporation's Section 27J Application and Motion for Alternative
Procedure to Manage the Section 27J Process, Utility Case No.3269 (Dec. 31,2001), Public Version, at
20:20-33:20 ("Ripperger Test."); Testimony of Diane F. Roth on Behalf of AT&T Communications ofth~

Mountain States, Inc. Regarding Track A, In the Matter of Qwest Corporation. Inc. 's Section 271 Application
and Motion for Alternative Procedure to Manage the SectIOn 271 Process (Dec. 31, 2001), Public VerslOn, at
6:21-7: 13 ("Roth Test").

1 See Qwest Corporation's Motion to Withdraw Testimony Regarding E911 Data, Qwest
Corporation's Section 2 i 1 Application Qnd MotIOn for Alternative Procedure to Manage the Section 271
Process, Utility Case No. 3269 (Dec. 27,2001).
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Track A because Qwest had not shown the existence of residential competition.3 In

response, Qwest made two arguments to the Commission in its Comments on the

Facilitator's Report: First, Qwest argued that its evidence of resale-based residential

competition was already sufficient to satisfy Track A; second, Qwest noted that

facilities-based residential competition was present in New Mexico.4 In support of

the second point, Qwest submitted my affidavit discussing evidence of PCS~based

wireless competition from Leap Wireless's Cricket service.5 Qwest pointed out that

PCS-based service was treated by the FCC as facilities-based competition if

customers are using the pes service as a substitute for, and not a supplement to,

wireline service. Qwest also submitted evidence that the Leap Wireless's pes

offering, Cricket, was being used by residential customers in New Mexico as a

substitute for wireline service.

WHAT IS THE PURPOSE OF THIS INQUIRY?

The purpose of this proceeding is to evaluate the evidence of resale-based and

facilities-based residential competition in New Mexico. With respect to the latter,

the Commission stated that it wished to examine "the infonnation contained in the

Affidavit of John W. Badal that purports to 'document certain updated and

Facilitator's Report on Group 5 Issues: General Terms and Conditions, Section 272, and Track A
(Sep. 21, 2001) at 80 ("Facilitator's Report").

~ Qwest's Comments, Exceptions and Brief Regarding the Facilitator's Report on Group 5 Issues, In
the Matter of Qwest Corporation's Section J71 Application and Motion for Alternative Procedure to Manage
the Section 271 Process, Utility Case No. 3269 (Oct. 5,2001) at 18-23 ("Qwest's Comments").

5 See generally Affidavit of John W. Badal, In the Matter ofQwest Corporation's Section 271
Application and Motion for Alternative Procedure to Manage the SectIOn:; 7J Process, Utility Case No. 3269
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additional infonnation ... regarding the extent to which local exchange service is

provided to residential customers in New Mexico by carriers competing with

Qwest.",6 The rebuttal testimony of Mr. Teitzel addresses the issue of resale-based

residential competition, while this testimony addresses the issue of facilities-based

residential competition. Because the Facilitator has already found that Qwest has

established the presence of facilities~based business competition in New Mexico,

Qwest can fully satisfy the Track A requirements for the state by showing the

presence of at least one CLEC serving a more than de minimis number of residential

customers through either resale-based or facilities-based (including broadband peS)

service.

III. EVIDENCE OF PCS-BASED RESIDENTIAL COMPETITION

HAVE MR RIPPERGER AND MS. ROTH ACCURATELY DESCRIBED

THE APPLICABLE LEGAL STANDARDS IN THIS PROCEEDING?

No. Both witnesses have misstated the relevant legal standards governing this

proceeding. It is therefore necessary to rebut their legal analysis here.

HAS THE FCC HELD THAT WIRELESS pes SERVICE CAN SERVE AS

EVIDENCE OF FACILITIES-BASED COMPETITION FOR THE

(Oct. 5,2001).
~ Jd. ,: 9 (citations omitted).
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PURPOSES OF TRACK A?

Yes. As Qwest noted in its Comments on the Facilitator's Report,7 the FCC has

expressly held that "BOCs, in filing section 271 applications, can rely on the

presence of broadband pes providers to satisfy Track A,"s as long as the wireless

service directly "competes with the ... telephone exchange service offered by [the

applicant in the relevant state).,,9 The "BOC must show that broadband PCS is

being used to replace wireline service, not as a supplement to wireline."l0 A

customer may "replace" her wireline service by either dropping a preexisting

telephone line or by foregoing a first or second line in favor of a PCS phone. The

broadband pes service must also meet the Act's definition of "telephone exchange

service" as "service within a telephone exchange, or within a connected system of

telephone exchanges within the same exchange area operated to furnish to

subscribers intercommunicating service of the character ordinarily furnished by a

single exchange, and which is covered by the exchange service charge."l]

HAS THE FCC DECIDED WHETHER BROADBAND PCS SERVICE

QUALIFIES AS "TELEPHONE EXCHANGE SERVICE?"

Yes. The FCC has specifically held that two-way "[t]elephone service offered by a

See Qwest's Comments at 19-20.
Memorandum Opinion and Order, Application of BellSouth Corporation, Be/lSouth

Telecommunications, inc.. and BellSouth Long Distance, inc.. for Provision ofIn-Region. InterLA TA Services
in Louisiana, 13 FCC Red 20599 ~ 25 (1998) (,·Second BellSouth Louisiana Order").

9 Jd. (quotation marks omitted).
10 Id.'\!31.
11 Id. '\! 26 (citing 47 U.S.c. § 153(47)(A»).
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broadband pes provider comes within this description," since "[s)ubscribers within

a pes provider's geographic service area ... are interconnected to the public

switched network by means of a central switching complex, and thus are able to

place and receive calls both to other users of the pes system and to users of other

networks connected to the public switched network."l2

IS LEAP WIRELESS A BROADBAND PCS PROVIDER?

Yes. According to the FCC's Universal Licensing System, every wireless license

that Leap or Cricket holds in New Mexico is for broadband pes service. l3

MUST A CLEC PROVIDE SERVICE AT THE SAME PRICE AS THE BOC

IN ORDER QUALIFY AS A "COMPETING PROVIDER?"

No. Track A does not require CLECs to be offering exactly service at the same

prices as the BOC. As the FCC acknowledged-in the Ameritech Michigan Order,

the House of Representatives rejected a version of Track A that would have

demanded the presence of a CLEC capable of offering "service that is comparable in

price, features, and scope" to that offered by the BOc. 14 As a result, the fact that a

CLEC is offering PCS service at a higher price than the wireline service offered by

the BOC is not relevant for the purposes of Track A. In the Second BeIlSouth

12 Id. ~ 2S.
13

See <hnp://wireless.fcc.gov/uls/> The Cricket licenses for New Mexico are BTAD08
(Albuquerque), BTA407 (Santa Fe), BTAl62 (Gallup), and BTA386 (Roswell).

14 See Memorandum Opinion and Order, Application ofAmeritech Michigan Pursuant to Section 271
o/the Communications Act of 1934, as amended. To Provide in-Region, /nrerLA TA Services in Michigan, 12
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Louisiana Order, the FCC held that, "even though there may not be complete

identity in technical configuration, service characteristics, or charges for service

between broadband pes and traditional wireline service," 15 a PCS provider can

qualify as "competing provider" under Track A because the two services are

·'functionallyequivalent.',16 As the FCC noted later in that Order, "customers may

be willing to pay a premium for pes service in light of the benefits of mobility," but

that does not prevent the pes service from being used as a substitute for wireline

service. 17

MUST A CLEC PROVIDE SERVICE WITH THE SAME FEATURES OR

WITH THE SAME CALLING AREA AS THE ROC IN ORDER QUALIFY

AS A "COMPETING PROVIDER?"

No. The service offered by a CLEC can differ in features and calling area from that

offered by the BOC and still qualify under Track A. As discussed above, the FCC

has acknowledged that the House of Representatives rejected a version of Track A

that would have required a BOC to show that CLECs are capable of offering

"service that is comparable in price, features. and scope" to that offered by the

BOc. 18 The fact that the Cricket local calling area might be different from the

Qwest local calling area therefore has no legal significance.

FCC Red 20543 n.170 (1997) (quoting H.R. Rep. No. 104.204, at 7 (1995».
15 Second BellSouth Louisiana Order ~ 29 (1998).
lb Jd.1) 29.
J7

Id. ~ 32.
18

Amerirech Michigan Order f77 n. 170 (quoting H.R. Rep. No. 104-204, at 7 (1995) (emphasis
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ON PAGE 8 OF HER TESTIMONY MS. ROTH ARGUES THAT A BOC

MUST PROVIDE MARKETING STUDIES IN ORDER TO ESTA.BLISH

THAT CUSTOMERS ARE REPLACING THEIR WIRELINE SERVICE

WITH PCS SERVICE. IS SHE CORRECT?

No. Ms. Roth argues that the FCC requires a BOC to "[p]rovide evidence such as a

study or survey showing that customers are actually subscribing to Cricket service in

lieu of Qwest service.,,19 Ms. Roth's reading of that Order is incorrect. As Mr.

Ripperger acknowledged,20 the FCC held that "[e]vidence that broadband PCS

service constitutes a competitive alternative could include studies, or other objective

analyses," but it also held that "[e]vidence of marketing efforts by broadband pes

providers designed to induce such replacement are also relevant.,,21 While a

13 marketing study might be an ideal evidentiary showing, the FCC has not held that a

14 study is an absolute requirement for establishing the existence of PeS-based

15 competition. For this reason, Ms. Roth's argument that my discussion of the Second

16 BellSouth Louisiana Order is "incomplete"n misstates the FCC's holding in that

17 decision.

18

19 Q.

added).
19

20

21

PLEASE DISCUSS MR. RIPPERGER'S SUGGESTION THAT THE FCC'S

Roth Test. at 8:12-13.
RJppergerTest. at42:8·16.
Second BellSouth Louisiana Order ~ 31 (emphasis added).
Roth Test at 8:6-13.



1

2

3

4 A.

S

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

Track A Rebuttal Test1lTIony of John Badal
Utihty Case No 3269

January 11, 2002
Page 10

FAILURE TO FIND THE PRESENCE OF PCS-BASED COMPETITION IN

LOUISIANA WOULD PROHIBIT THE COMMISSION FROM FINDING

PCS-BASED COMPETITION IN NEW MEXICO.

Mr. Ripperger's suggests that, because the FCC did not find that BellSouth had

established the presence of PCS-based competition in Louisiana, Qwest's evidence

of PCS-based competition must also fail. 23 He also argues that I misrepresented the

FCC's findings in the Second BellSouth Louisiana Order and that the "evaluation of

whether pes wireless should be considered as competition for Track A purposes is

far more complicated than Mr. Badal suggests.,,24 Mr. Ripperger's argument is

unfair and itself misleading. First, as noted above, Qwest included a detailed

discussion of the FCC's standard for a showing of PCS-based competition in the

Comments on the Facilitator's Report to which my affidavit was attached. Mr.

Ripperger's suggestion that my affidavit and testimony has misrepresented the

FCC's legal standard simply ignores those Comments. Second, neither Qwest nor I

have ever suggested that the Commission should accept Qwest's evidence of PCS-

based data because the FCC accepted BellSouth' s PCS data. The fact that

BellSouth did not meet the FCC's burden of proof in no way invalidates the FCC's

plainly stated standards for PCS evidence. Qwest explained in its Comments what

those standards were, and presented evidence, including my affidavit, in order to

satisfy that standard. The only relevant question here is whether the Cricket

See Ripperger Test. at 36: 18-40: 16.
Jd. at 36:8-13.
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CUSTOMERS ARE PURCHASING PCS SERVICE AS A SUBSTITUTE

included:

FOR WlRELINE SERVICE IN NEW MEXICO?

PROVIDED SUFFICIENT EVIDENCE OF COMPETITION FROM

HAS QWEST DEMONSTRATED THAT RESIDENTIAL

MR RIPPERGER AND MS. ROTH CLAIM THAT QWEST HAS NOT

• Infonnation from the Cricket website, \\<WW.cricketcommunications.com,
showing that the Cricket service was currently being offered in Albuquerque
and Santa Fe for a flat rate of $29.95 per month, with unlimited local calling
within the Cricket local calling area and long distance calls priced at $0.08
per minute.25

• Statements from the company discussing Leap's strategy of encouraging
customers to replace their wireline service with Cricket.26

• An Albuquerque Journal article in which John Clark, Cricket's New Mexico
general manager, discussed the introduction of Cricket in New Mexico and
stated that the company estimated that over seven percent of its customers
had abandoned their horne telephone lines in other markets. 27

• Another Albuquerque Journal article containing statements from two New
Mexico residents that they had replaced their wireline service with wireless
service. 28

evidence submitted by Qwest satisfies the FCC's stated standard for such a showing.

CRICKET.

Yes. In my Affidavit of October 5, 2001, I presented multiple sources of evidence

indicating that at least a non-de minimis number of residential customers in New

Mexico were purchasing Cricket as a substitute for wireline service. That evidence

1
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See Badal Affidavit, Attachment C.
See id.. Attachment D.
See id., Attachment E.
See id., Attachment F.
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• A portion of the FCC's Sixth Annual Report on the State of Competition in
the Wireless Industry discussing Cricket.29 The FCC's findings are
discussed in greater detail below.

• A study by IDC cited by the FCC, in which 12% of pes customers said that
they had purchased a wireless phone instead of an additional home telephone
line. 3D

• Transcripts of two Cricket television ads that ran in Albuquerque in
September 2001 in which the wireless service is being marketed as a
replacement for wireline service. 31

In my Direct Testimony of November 16, 2001, I supplemented the evidence

contained in my Affidavit with:

• A Cricket direct mailer mailed to New Mexico residents that promoted
Cricket as a strong alternative to wireline service.3

::!

• Affidavits from three Cricket customers in New Mexico who acknowledged
that they had purchased Cricket as a replacement for home telephone lines.
Those affidavits are discussed in greater detail below.33

WHAT HAS THE FCC SAID A.BOUT CRICKET SERVICE?

The FCC discussed Cricket in detail in its Sixth Annual Report on the State of

Competition in the Wireless IndUStry.34 In that Report, the FCC recognized Cricket

as the paradigmatic example of a wireless service that is intentionally structured as a

29 See id., Attachment G.
)fi See id., Attachment H.
31 See id., Attachment I.
32 Badal Direct Test., ExhibIt JWB-2.
33 See id., Exhibit .JVVB-3.
:J.4 Annual Report and Analysis of Competitive Market Conditions with Respect to Commercial Mobile

Services, Implementation of Section 6002(b) of the Omnibus Budget Reconciliation Act of 1993, FCC 01-192
(July 17, 2001) at 33-34 (,·Sixth Wireless Report").
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competitive replacement for wireline service. 35 The Report also found that 7% of

Cricket customers had dropped their home telephone lines completely, while 60% of

Cricket customers used Cricket as their primary phone.36

DO MR RIPPERGER OR MS. ROTH RESPOND TO THE FCC'S

DISCUSSION OF CRICKET?

No. Neither witness has attempted to contradict the FCC's findings with respect to

Cricket.

MR. RIPPERGER AND MS. ROTH ARGUE THAT Q\VEST HAS NOT

PROVIDED AtW STUDIES AT ALL SHOWING THAT CRICKET IS

BEING PURCHASED AS A SUBSTITUTE FOR Q\VEST RESIDENTIAL

WIRELINE IN NEW MEXICO. 'VOULD YOU COMMENT?

In response to the data request submitted by the Advocacy Staff and AT&T, Qwest

submitted estimates of both Cricket's total number of customers in Albuquerque and

Santa Fe and how many of those customers have entirely replaced their wireline

service with Cricket. 37 Using the total number o[potential customers in those cities,

multiplied by Cricket's typical first-year penetration rate of 6-7%, Qwest estimated

JS ld.
36 Id.
37 See Qwest's Objections and Responses to Staffs Fourth Set of Interrogatories and Request for

Production of Documents to Qwest, In the Maller ofQwest Corporation's Section 271 Application and
Motion for Alternarive Procedure to Manage the SectIOn 271 Process, Utility Case No. 3269 (Nov. 19,
2001), request 009; Qwesfs Objections and Responses to AT&Ts First Set ofTrack A Discovery Requests
and Requests for Production of Documents to Qwest,ln the Matter ofQwest Corpol'Qtion 's Section 271
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a total of 51,695 Cricket customers for the region. Additionally, using the number

of potential customers in each city, again multiplied by Cricket's typical first year

penetration rate of 6-7%, Qwest estimates that Cricket currently serves 38,805 -

45,273 customers in Albuquerque and 5,504-6,422 customers in Santa Fe. As

noted above, Cricket itself reports and that the FCC has acknowledged that

approximately 7% of Cricket customers have abandoned their residential telephone

lines. Multiplying that 7% substitution rate by the estimates of Cricket customers

discussed above yields an estimate of 2,716 to 3,169 Cricket customers in

Albuquerque and 385 to 450 Cricket customers in Santa Fe who have entirely

replaced their residential wireline service with pes service. It should be noted that

these estimates seriously undercount the total number of Cricket customers who

have used Cricket as a substitute for wireline service because they only include

customers who have disconnected all residential wireline service, and do not include

those customers that have replaced or for€;gone a second line, or who have never

established wireline service at a residential location in the first place.

Moreover, Qwest has provided an extremely conservative estimate of Cricket's total

New Mexico customer base that has yet to be challenged. Prior to December 3,

2001, Cricket was assigned 60,000 telephone numbers in Albuquerque. On

December 3, 2001 Cricket received an additional 30,000 telephone numbers in

Application and Motion for Alternative Procedure 10 Manage the Section 271 Process, Utility Case No. 3269
(Nov. 28, 2001), requests 007 - 008 (see Anachment 1).
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Albuquerque. FCC rules require a provider to reach 60% utilization and be at 6

months to exhaust of existing telephone numbers, prior to acquiring additional

telephone numbers within any given rate center. Therefore, using the FCC

utilization requirement of 60% and Cricket's 60,000 Albuquerque telephone

numbers prior to December 3, 2001, Qwest was able to estimate that Cricket has at

least 36,000 customers in the state of New Mexico. Multiplying that estimate by the

7% substitution rate discussion above yields an estimate of 2,520 Cricket customers

in Albuquerque who have entirely replaced their residential wireline service with

PCS seIV'ice.

When viewed in combination with the evidence included in my Affidavit and Direct

Testimony, the estimates described above strongly suggest that a more than de

minimis number of residential customers in New Mexico are purchasing Cricket's

service as a substitute for residential wireline service. Cricket is thus providing

residential competition for Qwest and Qwest has satisfied Track A.

PLEAsE COMMENT ON MR. RIPPERGER'S ARGUMENT THAT THE

7% SUBSTITUTION FIGURE CITED BY QWEST IS UNRELIABLE.

Mr. Ripperger and Ms. Roth are critical of Leap's own calculation that

approximately 7% of its Cricket customers report cutting their residential wireline
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service completely after purchasing a Cricket phone.38 While it is true that the 7%

estimate is not specific to New Mexico, neither Mr. Ripperger nor Ms. Roth have

offered any evidence that the Cricket customers in New Mexico market are

significantly different from Cricket customers in other parts of the country. On the

contrary, Cricket's General Manager for New Mexico cited the same 7%

substitution figure while discussing the introduction of Cricket service in the state.39

Mr. Ripperger and Ms. Roth also fail to mention that the FCC itself approvingly

cited the 7% substitution figure in its Sixth Annual Report on the State of

Competition in the Wireless Industry, strong evidence of the validity of the

estimate.4o

DO YOU AGREE WITH MS. ROTH'S ARGUMENT THAT CUSTOMERS

"CUTTING THEIR HOME PHONE SERVICES" DOES NOT MEAN THAT

THEY ARE USING CRICKET AS A SUBSTITUTE FOR WIRELINE

SERVICE?

No. Ms. Roth suggests on page 9 of her testimony that '''cutting their home phone

services' could mean any number of things, from discontinuing voice mail or other

vertical services to foregoing a second line.'.41 Yet the very activities Ms. Roth

suggests involve using Cricket as a substitute for wireline service. If Cricket

customers are "foregoing a second line" by purchasing a Cricket phone as she

See Ripperger Test. at 45: 16-46: 13; Roth Test. at 9:5-10:2.
See Badal Affidavit, Attachment E.
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wireless.

"VALUE ~~D EXTENT" OF THE THREE AFFIDAVITS FROM

CURRENT CRICKET CUSTOMERS WBO STATE THAT THEY ARE

REPLACING WIRELINE SERVICES WITH \-VlRELESS SERVICES ARE

INCREASINGLYARECONSUMERSDEMONSTRATETHAT

Mr. Ripperger's statement refers to the Albuquerque Journal article that I included

suggests, they are replacing a land line with pes.

"JOURNALISTIC INTERPRETATIONS OF THE EFFECT OF WIRELESS

SERVICE ON WIRELINE USAGE." WOULD YOU COMMENT?

in my previously filed direct testimony entitled "The Freedom Phone." While Mr.

ON PAGE 44, MR RIPPERGER STATES THAT NEWSPAPER ARTICLES

and clearJy demonstrate that traditional wireline service is being replaced with

Ripperger correctly points out that newspaper articles are journalistic

interpretations, he omits several quotes included in the articles from actual

consumers, Gail Hilliard and Penelope Cisneros, who have "gone totally wireless"

ON PAGE 46, MR. RIPPERGER EXPRESSES DOUBT ABOUT THE

USING THEIR CRICKET LOCAL WIRELESS SERVICE AS A

SuBSTITUTE FOR TRADITIONAL WIRELINE SERVICE. WOULD YOU
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See Sixth Wireless Report at 33-34.
See Roth Test. at 9:15-16.
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COMMENT ON MR. RIPPERGER'S RESPONSE?

Mr. Ripperger claims that only one of the three affidavits stated that the consumers

use Cricket as a substitute for a Qwest landline, yet he has failed to even identify

which of the affidavits is deficient. In fact, the affidavits clearly state that Cricket's

wireless service was purchased as an alternative to traditional wireline service. Ms.

Walden stated in her affidavit that she purchased Cricket "as an alternative to

additional landline telephone service ... .',42 Ms. Campbell stated that she got a

Cricket phone "as an alternative to traditional landline telephone service" and that

she currently has "no landline service in (her] apartment.',43 Finally, Ms. Gallegos

stated that she "terminated [her] landline service" after purchasing her Cricket

phone and has "no intention of purchasing landlines service at this tirne.',44 These

affidavits plainly show that at least some actual customers in New Mexico are

replacing their wireline service with Cricket's pes service, a fact that Mr. Ripperger

cannot dispute.

PLEASE COMMENT ON MR RIPPERGER'S AND MS. ROTH'S

SUGGESTION THAT CRICKET pes SERVICE IS NOT A.1\T ATTRACTIVE

SUBSTITUTE FOR \\:'IRELINE SERVICE.

Mr. Ripperger and Ms. Roth suggest that customers would be unlikely to purchase a

Cricket phone instead of wireline service because of technical differences and the

See Affidavit of~ancy Walden (Nov. 15,2001), attached to Direct Testimony of John Badal.
See Affidavit of Alyssa Campbell (Nov. 15,2001), attached to Direct Testimony ofJohn Badal.
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fact it is priced higher than residential wireline service.45 Both witnesses, however,

ignore the advantages that wireless service offers over wireline service, including,

most obviously, portability. As the FCC explicitly recognized in the Second

BellSouth Louisiana Order, "customers may be willing to pay a premium for pes

service in light of the benefits of mobility.',46 More importantly, the compatibility

of the features is not legally relevant - the FCC has acknowledged that broadband

PCS service is "functionally equivalent" to wireline service "even though there may

not be complete identity in technical configuration, service characteristics, or

h Ii
. ,,47

C arges or serv1ce ....

The best argument on why Cricket is an attractive alternative to wireline service

may corne from Cricket itself. The following graphic is an excerpt of a Cricket

direct mailer, first submitted in my previously filed direct testimony, and shows why

Cricket's local service offering is an attractive substitute for wireline service:

Don 1t get another phone line. Get Cricket!

Another borne phone Cricket wireless phone

• Expensive installation charges - Up to $75 • No installation charges!

• Wait around for the installer. Will they show • Pick up your new phone at your convenience!
up?

See Affidavit of Stephanie Gallegos (Nov. 15,2001), anached to Direct Testimony ofJohn Badal.
See Ripperger Test. at 40:20-42:2; Roth Tes!. at 10:16-21.
Second BellSouth Louisiana Order ~ 32.
Jd. ~ 29 (1998).
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• High monthly bill • One low price - $29.95 for all local calls

• Unpredictable charges • You pay the same low pnce every month

• Hard-wired to the house • Take Cricket with you all around town!

Mr. Ripperger also makes an apples to oranges comparisons concerning Cricket's

local service: Cricket's availability and features vs. other pes offerings. Mr.

Ripperger repeatedly fails to recognize that Cricket is not positioning its local

service offering against other PCS providers, As the advertisement quoted above

demonstrates, Cricket is clearly marketing its local service as a replacement for

traditional wireline service. Therefore, one would expect Cricket's offering to look

much less like the offerings of other pes providers and more like a traditional

wireline offering. In fact, the following graphic clearly demonstrates that the

general similarities betvv'een Cricket's local service offering and traditional wireline

clearly outweigh the differences, as identified by Mr. Ripperger.

Who is Cricket competing against?

Qwest Wireline Residential Service Cricket ""ireJess Local Service

• Fixed monthly rate • Fixed monthly rate

• Unlimited local calling minutes • Unlimited local calling minutes

• Limited local calling area • Limited local calling area

• Long distance service at a per minute rate • Long distance service at a per minute rate

• A la cane optional features • A 1a cane optional features

• No charge for incoming caHs • No charge for mcoming calls
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IS LEAP STILL ADDING NEW CRlCKET CUSTOMERS IN ITS SERVICE

REGIONS?

Yes. Reviewing Mr. Ripperger's assessment of Cricket's local service offering and

marketing efforts, one might conclude that Cricket will never achieve any success

because consumers have no reason to purchase the service. In fact, Cricket has

actually been quite successful overall - Leap Wireless recently announced that it

added approximately 394,000 new Cricket customers during the fourth quarter of

2001, a 54% increase in that quarter alone, and ended the year with more than 1.1

million customers in tota1. 48 Contrary to Mr. Ripperger's pessimistic outlook for

wireless replacement of wireline service, clearly the FCC understands that wireless

replacement of traditional wireline service is at the early stage of what will likely be

a steady migration away from wireline service.49

AT PAGE 47, MR. RIPPERBERGER ARGUES THAT CRICKET'S LOCAL

SERVICE OFFERING IS BEING USED BY FORMER Q'WEST

CUSTOMERS WHO NO LONGER QUALIFY FOR QWESrS

RESIDENTIAL SERVICE DUE TO PRIOR CREDIT PROBLEMS. WOt'LD

YOU COMMENT?

It is Qwest's position that Cricket's local service offering is being used by former

Qwest customers regardless of whether or not they had ever experienced any credit

48 See Press Release, "Leap's Cricket Customers Grow Five-Fold in 2001 to More Than 1.1 Million,"
(January 8, 2002), available at http://www.1eapwlfeless.com/press/content/2002J010802.hnnl (see Attachment
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problems. As I noted above, Leap has recently announced that it added almost

:2

3

4

5

400,000 new customers in all of its states in the last quarter of 2001 alone. That

rapid growth suggests that Cricket is attractive to all customers, not just those with

credit problems.

6 Moreover, even if Mr. Ripperger's facts were right, they would be irrelevant as a

7 matter of law. Nothing in the 1996 Act, the legislative history, or the FCC's orders

8 requires a CLEe to serve exactly the same customers served by the BOC.

9 Therefore, regardless of which customers are purchasing Cricket, as long as Leap is

10 serving residential customers in New Mexico it is providing competition to Qwest

11 under Track A. In fact, while I do not believe he intended to do so, the situation that

12 Mr. Ripperger describes is quite simply competition for residential local exchange

13 service. In Mr. Ripperger's example, a customer with credit problems is required to

14 seek an alternative local service provider and ends up purchasing a Cricket phone.

15 Alternatively, the customer might be seeking mobility or an affordable and

16 convenient way to stay in touch with a teenage child. In either case, what Mr.

17 Ripperger is describing is a viable alternative to wireline local exchange service. If

18 Mr. Ripperger believes that Cricket could be a full substitute for Qwest for high risk

19 customers, he is tacitly conceding that Cricket is competitive alternative to Qwest.

3).
49

See Sixth Wireless Report at 33-34.
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IV. SHARED TENANT SERVICES

AT PAGE 32 OF HIS TESTIMONY, MR RIPPERGER CONTENDS THAT~

BECAUSE CLEC-OWNED PBX SYSTEMS SERVING RESIDENTIAL

APARTMENT BUILDINGS MUST SUBSCRIBE TO BUSINESS PBX

TRUNKS, THAT ARRANGEMENT SHOULD NOT QUALIFY AS

RESIDENTIAL LOCAL EXCHANGE COMPETITION IN NEW MEXICO.

IS HE CORRECT?

No. Mr. Ripperger's conclusions are confusing and incorrect. From Qwest's

perspective, absent the presence of the CLEC-owned PBX system in an apartment

building, it is likely that many of the apartment residents would subscribe to Qwest

local exchange residential service. The loss of residential customers to a PBX

"shared tenant" arrangements clearly represents the loss of customers to a facilities-

based provider.

IS IT POSSIBLE THAT CLEC RESPONDENTS TO THE COMMISSION~S

SURVEY REGARDING COMPETITION, LIKE MR. RIPPERBERGER,

HAVE EXCLUDED APARTMENT BUILDINGS SERVED VIA PBX

SYSTEMS FROM THE RESIDENTIAL LOCAL EXCHANGE MARKET?

IF SO, WHAT AJill THE POTENTIAL IMPACTS TO THE RESULTS OF

THE SURVEY?
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Yes. It is possible that CLEes internally classify apartment buildings served via

PBX systems as business customers, as Mr. Ripperberger argues they should. If

CLEes that serve apartment buildings via PBX systems and define these customers

as business customers respond to the survey according to their internal

classifications, the survey results would likely understate the number of residential

customers, the residents of the apartment buildings, being served via CLEC facility~

based networks. For example a CLEe that serves several apartment buildings via

PBX systems and that classifies these apartments as business customers, when asked

the survey question, "How many residential customers do you serve via facility.

based networks?", the CLEe could respond simply "none." A response of this

nature, while technically correct, would certainly understate the level of residential

facility-based competition presently in the state.

V. CONCLUSIONS AND RECOMMENDATIONS

PLEASE SUMMARIZE YOUR TESTIMONY.

The FCC has recognized that broadband pes providers such as Leap can serve as

"competing providers" for the purposes of Track A if customers are replacing their

wireline service with the pes service. The evidence provided in my October 5,

2001 Affidavit and my November 16, 2001 Direct Testimony shows that residential

customers in New Mexico are, in fact, purchasing Leap Wireless's Cricket service

as a replacement for wireline service, and neither of the opposing witnesses in this
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proceeding have sufficiently rebutted that evidence. Therefore, Qwest has

demonstrated the existence of both business and residential local exchange

competition, and thus fully satisfied the requirements of Track A

WHAT DO YOU RECOMMEND TO THE COMMISSION?

In view of the evidence Qwest has presented throughout this proceeding, I

respectfully recommend that the Commission find the existence of local exchange

competition for the residential customers in New Mexico, and therefore, Qwest has

fully satisfied Track A requirements in this state.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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Leap's Cricket Customers Grow Five-Fold in 2001 to More Than
1.1 Million

- Cricket Customer Base Grows Almost 400,000 in Fourth Quarter -

SAN DIEGO - Jan. 8,2002· Leap Wireless International, Inc.
{Nasdaq: LW1N}, an innovator of wireless communications services,
today announced that it ended fiscal year 2001 with 1.119 million
Cricket customers, meeting the company's guidance of at least 1.1
million customers. Leap currently offers Cricket, its unlimited local
wireless service, in 39 markets in 20 states stretching from New York
to California. Leap grew its customer base by 54 percent in the fourth
quarter, up from more than 724,000 customers as of Sept. 3D, 2001.
Net additions were more than 394,000 - an all-time high for the
company.

"Despite an uncertain economy, the demand for the Cricket service
and its value and predictability has remained strong. We think
Cricket service and its customer growth both this quarter and this
year prove that our innovative, value-focused business model
succeeds in adding customers more quickly than almost anyone else
in the wireless industry,~ said Harvey P. White, chairman and CEO of
Leap. "We are proud of accomplishing the five-fold increase in our
customer base while successfully expanding our business on a
national scale during the year. We look forward to moving ahead with
our plans to launch our 40th market - Buffalo, N.Y. • in the first
quarter of this year and expect to end 2002 with approximately two
million Cricket customers."

"We have built a strong organization led by an experienced, proven
management team," said Susan G. Swenson, Leap's president and
chief operating officer. ~In addition to operating our existing markets,
our team launched 29 new markets in a single year with 14 of them
being launched in the fourth quarter· a true accomplishment. With
nearly 1,800 employees, our team ended the year with 27 switches
and approximately 2,200 celt sites, 100 Cricket retail locations and
5,000 indirect retail locations across the country. As our company
continues the to fully transition from launch to operational mode, we
look forward to continuing to grow our business prudently and cost­
effectively as we deliver innovative, affordable wireless services to
the mass consumer market."

Leap expects to report other results and to provide guidance for
2002 during its fourth quarter conference call on Feb. 11, 2002.
Further details on the conference call wiH be provided at a later date.

About Leap
Leap, headquartered in San Diego, Calif., is a customer-focused
company prOViding innovative communications services for the mass
market. Leap pioneered the Cricket Comfortable Wireless service

http://wv-.rw.1eapwireless.comJpress/content/2002/010802.htm1
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that lets customers make all their local calls from within their local
calling area and receive calls from anywhere for one low, flat rate.
Leap has begun offering new services designed to further transform
wireless communications for consumers. For more information,
please visit www.leapwlreje$$~Gol11.

###

Except for the historical information contained herein, this news
release contains "forward~looking statements" reflecting
management's current forecast of certain aspects of Leap's future.
Some forward·looking statements can be identified by forward·
looking words such as wbelieve," "think," "may," "could," "will,"
"estimate," "continue," "anticipate,W Wintend," Wseek," "plan,w "expect,"
"should," "would" and similar expressions. This news release is
based on current information, which we have assessed but which by
its nature is dynamic and subject to rapid and even abrupt changes.
Our actual results could differ materially from those stated or implied
by such forward-looking statements due to risks and uncertainties
associated with our business. Factors that could cause actual results
to differ include, but are not limited to: changes in the economic
conditions of the various markets our subsidiaries serve which could
adversely affect the market for wireless services; our ability to
access capital markets; a failure to meet the operational, financial or
other covenants contained in our credit facilities; our ability to rollout
networks in accordance with our plans, including receiving
equipment and backhaul and interconnection facilities on schedule
from third parties; failure of network systems to perform according to
expectations; the effect of competition; the acceptance of our
product offering by our target customers: our ability to retain
customers; our ability to maintain our cost, market penetration and
pricing structure in the face of competition: technological challenges
in developing wireless information services and customer
acceptance of such services if developed; our ability to integrate the
businesses and technologies we acquire; rulings by courts or the
FCC adversely affecting our rights to own and/or operate certain
wireless licenses; the impacts on the global and domestic economies
and the financial markets of recent terrorist activities, the ensuing
declaration of war on terrorism and the continued threat of terrorist
activity and other acts of war or hostility: and other factors detailed in
the section entitled" Risk Factors" included in our Quarterly Report
on Form 1O-Q for the fiscal quarter ended September 30, 2001 and
in our other SEC filings. The forward-looking statements should be
considered in the context of these risk factors. Investors and
prospective investors are cautioned not to place undue reliance on
such forward-looking statements. We undertake no obligation to
publicly update or revise any forward-looking statements, whether as
a result of new information, future events or otherwise.

Leap and the Leap logo design are trademarks of Leap Wireless
International, Inc. Cricket and Comfortable Wireless are registered
trademarks of Cricket Communications, Inc.

###

Leap Wireless International Contacts:
Sarah Thailing, Media Relations
1-858-882-6018 (ph) 1-858-882-6030 (fax)

?JJ1aH.lng@J~C:lQ~jc~L~:;.s~pm

http://.www.1eapwireless.com/press/contentJ2002/010802.html 1111/02
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Jim Seines, Investor Relations
1~858-882-6084 (ph) 1-619-882-6030 (fax)
jseines@leapwireless.com

Bock Communications, Inc.
Jessica Levy, Media Relations
1-714-540-1030 (ph) 1-714-540-1060 (fax)
jleVV@bockpr.com

http://www.1eapwireless.com/press/content/2002/010802.html
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IN7E:RVE:NOR,

REQTJEST NO:

New Me;.:;.::::
U~:l;.:y Case Nc. 3269
S':'F 04-009

New Mex:co State Corpcra::on Commiss:on Staff

009

now ma~y cus~omers does Cricket have in New Mex:co?

RESPONSE:

Wh:le the exact ~~mbe= of C=icket's New Mexico cus:omers is c:early
frcp~:~~a~y and ~~~ ava~l~ble :c Qwes:, Qwes: ca~ F~ov~de a ra~ge cf es:ima:es
~ased or. separate a~d publ:cly ava~lable :~fOrmatlon as follows:

Estimat.e 1. Data Source: Leap Wireless I:J.:e=nat:ona.l, Inc .. (Cricket's
parent. company) Jrd F~scal Quar:e= 200~ Earr.:ngs ~ress release. Web s::e l:nk:
h-~;' !,lwww.l~aRw::~le~s.~?~;dinde~h:~:

The Albuquer~Je and Santa Fe met=o areas con:a:n 739,502 covered
Poten:ial Custome=s ("POFs").

Crlcket's tJ~icai f:rst-year pe:J.etra:ion rate is e~Jal to 6% to 7\ of
the covered POPs.

Multiplying covered POPs by f:rst-year penetration rates yields: At 6%:
H.310.

~t 7\: 51 J 695

Estimate 2. - ~ata Source: Local Exchange Routing G~ide (~ERG), F~C

requ:remer.ts necessary :0 acqu~=e addit:onal ~=e!ixes.

According to ~he :ERG Cricke~ curre~tly has six prefixes i~ che
Al~uq~erq~e and three pref:xes in the San:a Fe me:ro areas and lS scheduled to
rece:ve cwo add:tional pref:xes ~n the AlbuquerqJe me~rc area or. December 3,
200:. Because each pref:x has lO,OOO telephone n~mbers, Cricket currently has
6C,000 telephone numbers ass~g~ed :0 i: in Albu~Jerque mecro area and 30,000
ass:gned to i: :r. Santa Fe.

F2C rules require a ~rovider to reach 60% u::l:za:ion and be a: 6 months
~o exhaus: cf exis:~~Q ~e:ephone numbers, p~i=: ~o acquir~ng additional
te:ephone numbers w;.th:n any g:ven ra:e center. Second Repor: and Order,
Crjer on Recon5iderat~on :n CC ~ocket No. 96-98 and CC Jocket No. 99-200, and
Second Fur:her Not:ce of Proposed Rulemak:ng in CC ~ocke: Nc. 99-200,
Number:ng Reso~rce Opc:m:za::on. Petition for Jeclaratery Ruling and Requesc
For Expec::ed Action or. the July :5, :997 Crder of the Pennsylvan:a ?utl:c
V::l:ty Comm:ssion Regard:ng Area Codes 4:2, 6:0, 2:5, and 7:7, 16 FCC Red 306
;2000). Report and Orcie~ and Fur:ne= Net:ee cf P~~posed Rulemaking. Numbe~~ng

Resource 0p~:ffi::at:on. ~5 FC: Rcc 7574 (2000).

Mul::Fly:~g :tie =e~~red ut:l~=atio~ ra:e by the number of cu~rent

A:buque=que Le:ephcne numDe=s y:e:js: 36,OOG custome=s.
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se::vi.ce wi ch
Qwest local

:NTERVENOF::

F..EQUEST NO:

RESPONSE:

New Nexi.co
U~i~~:y Case No. 3259
.r._T&.T c:,-OC7

AT&T Cornrnunica:ions of t~e Mountai~ Sta:es, Inc.

007

customers does Cricket have in the greater Alb~querque area at:
How mar.y 0: ~hose customers have retained t~eir local exchange

Qwes:? c) How many of those customers have replaced the~r

e:c:t.ange serv~ce wi t.h the w:.:::-e:'ess service offeree by Cr:"cket?

a) Qwest objects to this Request because it seeks i~:crmation tha: violates
t~e confidentiality rights 0: third parti.es and is highly confidentia:',
prop~ietary, and competitively sensitive. Subject to and without waiving the
objection, Qwest states:

Unkno~. P.owever, using publicly available information, Qwest has prepared an
e$t~mate 0: the total number of Cricke~'s Albu~er~e customers. See Leap
W~:::-e:ess International, Inc. 3=d Fiscal Quarter 2001 Earnings press release
(availa~le at <hctp://www.leapwireless.com/ dindex.html>l.

• The Albuquerque metr~ area contai~s 646,759 cove=ea poten~ial customers
(PO?s) .

• Leap Wi=eless (Cricket's ~arent company) reports thae Cricket's typical
first-yea= pe~e~~a~io~ ~ace i~ a new ma=ke~ :5 equal co 6% to 7% of the
cove:-ec POPs.

Multip:y:ng covered PO?s by first-year penetration rates yields:~
38,805 ~ 45,273

Qwest ca~ reasonably estimate that Cricket serves betwee~ 38,000 and 45,000
c~stome:::-s i~ the Alb~querq~e metro area.

b) Qwes: ob:ec:s to t~is Req~est beca~se :. seeks in:o~ation that violates
the con=iden:iali:y rights of third parties and is highly co~:idential,

proprieta~J, and competitively sensitive. Subject to and w~thout wa~ving the
objection, Qwes: states;

Onk."lowr:. . Qwest does not track the n'~e= of C~icke:'s c~s:omers who have
reca:~ed ~he:~ :ocal exchange se~vice w:"~h Qwest.

c) Qwes~ 0£jec:s ~o this ?e~ES: beca~se it seeks :n:orma::on t~a: vio:ates
t.ne ~. - - .=a::::":ler.. ~_a....:...:. ::y



3eca~se C~~=ke: has nc: r~ques:ec adG::~c~al pre:~xes ~-- :he Santa ~e

area, ~: ~s no: appropr:a:e to app:y the 60% ut~~:=a:~en req~:reme,": :0
C~::ke~'5 San~a Fe me~=~ a=ea te:ephone numbe~s. ~he~e:o=e, ~he es:~ma:e 0:
36,000 Albuquerque me :'::::0 a;-ea cus~amers car. c::mse::va::.. vely oe cen:;; :l.derec the
low es::..ma:e.

Based the above me:hedoleg~es, Owes: can reasonably es:~ma:e :ha: Cr~cket

c'J.=ren:ly se;;ves between 36,000 and S:", 695 cus::Jme=s J..:: New Me;,;:c:J.
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p=opr~e~a~y, and competitively sens~tive. Qwes: notes :ur:her that count:nq
or.ly those pre-exis:~ng customers who have actually discoQ~ectea a~~ of the~r

land:ine local exchange service seriously underes:~ma:e5 che extent :0 which
New Mexico customers are substituting Cr~cke: wireless service :or Qwes:
land:ine services. Subject to anc without waiving the oDJection, Qwes:
s:.a~es~

Ur.~~oWT.. Qwest does not track the number 0: Cricket wireless customers who
have discor_~ected thei~ Qwes: local exchange service. However, using the
pu=licly available informacion laid out in subpart (a), together with
addi~ional info~ation from Leap Wireless that has been reported in the
Federal Communica::ons Commission's Sixth )J4~ual Report or. the State of
Competi tion in the Wi::eless Indust::y (a\Tai:ab~e a~ <htt;?: / /1".::-aur.:oss. :cc. qov (
ea.ocs-pc:.bl;l.Cfattac:unatc:-./FCC-Ol-lS2.J..l.pc.f», Qwes: Cas p::-eparec. the fol:'ow).ng
est~ma:=s of t~e n~er of Cricket cuscome::s who are \.:.sing Cr:'cket to
substitute one or more residentia~ w~relines from Qwest. The FCC cites Leap
Wi=eless's O\Nl1 p\.:.blic stateme::.cs repcrti::.g t::'at 60% of Cricket customers use
their wireless phones as their primary phone, about 50% view their Cricket
service as a repj..aceme:lt of a fi::s: and/or second wireline. and 7% of C:r':'cket'
s customers in Cricket's most established markets have dropped ~heir wJ.reline
home phones al:ogethe::. Cricket's New Mexico General Ma:lager has =epcrted
that Cricket expects the same 7% total dlscor~ection figu::e in New Mexico.
See CarolyT. Appelman, "Firm Offers Phone Service for One Price,· Albuque::~E:

Journal, Feb. 22, 2001 at 3. Applying t::'is data to the above estimates of
Cricket'S total n~~~er of AlbuquE:rq~e customers yields the following
estimates:

• Estimate of the number of C=icket's Alb~que=~ue customers who r.av~

disconnec~ed all residential wi=~:ine service: 2,716 to 3.169

Because this fig~re coun~s only those preexisting wireline customers who have
disconnected al: wireline service, l: does not include cus~omers who have
re~ainE:d ~neir p::imary landl~ne but discor.nected or foregone a second lancline
in favor of a Cricket phone, nor does it include customers who established
their initial service with Cricket and hence never became a Qwest wireline
customer. Th~s, th':'s number seriously unciercour.ts the extent of wireless
s~bstitu:ion occur:::ng in Albuquer~e.

.,~",

Respondent: Michael Horcasitas, Staff Advocate, Policy & Law
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a) How many c~stomers does Cricket have in the grea:er Santa Fe area a:
present? 0) now ma~y of those customers have retained the~= local exchange
service w~th Qwest? c) nOW many of those customers have rep:aced their
Qwes: local exctange service witt the wireless service offered by Cricket?

RESPONSE:

a) Qwes: objects to this Request because it seeks information that violates
t~e confidentiality rights of third parties and is highly confidential.
proprietary, and competitively sensitive. Subject to and without waiving the
objectlon. Qwest states:

Unkno~. however, using publicly available ~nformation, Qwest has prepared an
est~mate of the total number of Cricket's Santa Fe cus~omers. See Leap
Wireless International. Inc. 3rd Fiscal Quarter 2001 Earn~ngs press release
(available at <http://www.leapwireless.com/ dindex.html».

• The Sa~ta Fe metro area contains 646,759 covered potential customers
(POPs) .

• ~eap Wireless (Cricket's parent company) reports that Cricket's typical
firs~-year pe~e~ratioc rate in a new ma=ket ~s equal to 6% :0 7% of the
coverec POPs.

Multiplyi~g covered ?OPs by first-year penetration rates y~elds: At 6%
5.504 At 7% 6,422

Qwest can reascnacly estimate that Cricket serves between 5,000 and 6.000
c~stomers ir. ~he Santa Fe metro area.

b) Qwest objects to ~his ReqJest becaUSE it seeks in£or~ation that violates
~be cor.:ident~a~ity r:ghts of tr-ird parties and is highly conficential.
proprietary, and competitively sensitive. Subject to and withour wa~v~~g ehe
oDJeccion, Qwest s:ates;

Qwes: cOcs noe track the number of Crickec's custome=s who have
=e~a~~ed the~r ~ocal exchange se=vice witt Qwest.

0) Qwes: objec~s to th~s Request becaUSE it seeks ~nformation tha: violates
tnE co~=~deLt~ali:y =~ghts 0: t~~rd pa=:~es, anc is r-ighly confidential,
~~cp~~e~a~Yr ,~nd ~arnp~~i:~ve:y sens~~:ve. QWESL nOLes :~rc~er ~ha: COu~~~ng



only ~hose p~e-existing cus:orn=~s who hav~ ac:ua~~y cisconnec:ed of thei~

:andline local exchange se=vica seriously u~deres~ima:es ~he ax~er.~ :0 which
New Mexico customers are substl:~tin9 Crlcket wireless service :0= Qwes:
lanoline services. Subject to and without waiving the objection, Qwes:
st.ates:

Un~,o~. Qwes: does not ~rack the ~umbe= of Cricket wireless customers who
have disconnected their Qwes: local exchange service. However, us~ng the
public~y available informa~iar. lald out in subpar: (al, together with
additional information from Leap Wireless that has been reported in the
Federal Communications Commission's Six~h ~:~ual Report on the State of
Competition i~ ~he Wireless :ndus:~y (available at <http://hrau~£oss.=cc.gov/

edocs-pub~~c/a:tachmatch/FCC-D:-l92Al.pd:»,Qwest has prepared the follow~ng

es:~mates of the number of Cricket customers who are using Cricket to
substi:~te one or more reside~tial wirelines fro~ Qwest. The fCC cites Leap
Wireless'S OWT. p~blic statements reporting ~hac 60% cf Cricket customers use
:he~r wireless phones·as their primary phone, abou~ 50% view their Cricket
serv::.ce as a r-eplacemen: of a firs: and/or second wireline. and 7.% of Cricket'
s customers in Cricket'S most established markets have dropped their wireline
home phones al~ogether. Cricket'S New Mexico General Manager has reported
that Cricket expects the same 7% total disconnection figure in New Mexico.
See Carolyn Appelman, "Firm Offers Phone Service for One Price," A:buqusrque
Jou::-nal, Feb. 2:, 2001 at. 3. p.pplying this dat.a to the above estimates of
Cricket'S t.otal number of Santa Fe customers yields the following estimates:

• Est.imate of the number of Cricket's Santa Fe customers who have
disco~~ect.ed all residen:ial wirel~ne service: 385 to 450

cecause t.his figure counts only those preexist.ing wireline cust.omers who have
clsco~~ected all wireline service, it does not include cuStomers who have
reta~ned t~eir primary landline but disconnect.ed or foregone a second landline
i~ favor of a Cricket phone. nor does it include customers who established
t.heir initial service wit~ Cricket and hence never became a Qwes: wireline
customer. Thus, t~is number seriously undercounts the ext.e~t. of wireless
subst~tut.ion occurring in Santa Fe.

Eesponder..1: : Michael Hcrcasitas, Staff Advocate, Policy & Law
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IDENTIFICATION OF WITNESS

PLEASE STATE YOUR NAl\'IE, OCCUPATION, AND PLACE OF

EMPLOYMENT.

My name is David L. TeitzeL I am employed by Qwest Corporation ("Qwest"). My

title is Director - Product and Market Issues. My business address is 1600 i h

Avenue, Room 2904, Seattle, Washington 98191.

ARE YOU THE SAME DAVID L. TEITZEL WHO FILED DIRECT

TESTIMONY IN THIS PROCEEDING ON MARCH 30, 2001 AND

REBUTTAL TESTIMONY ON MAY 23, 2001?

Yes, I am.

PURPOSE OF TESTIMONY

\VHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to discuss and reinforce Qwest's evidence that

Competitive Local Exchange Carriers (CLEes) are providing local exchange

residential services to customers in New Mexico. The procedural order issued by

the Commission on November 6, 200 1 in this docket specifically required direct

testimony to be filed regarding this issue. Mr. John Badal is also filing direct

testimony to address other updated competitive information in New Mexico as

required by the order.

Section 271(c)(l)(A) of the Telecommunic:ltions Act of 1996 requires a BOC to
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show that "competing providers" are providing "telephone exchange service ... to

residential and business subscribers."l According to the FCC, a CLEC qualifies as a

"competing provider" as long as it is operational and "serving more than a de

minimis number of end-users.',2 The FCC has stated that it "do[es] not read section

271(c)(1)(A) to require that a new entrant serve a specific market share in its service

area to be considered a 'competing provider. ,,,) In other words, a BOC only need

demonstrate that there are one or more CLECs in the state providing service to

customers in order to satisfy this requirement of Track A; it does not require the

presence of multiple CLECs or that CLECs have achieved any particular share of

the market in the state overall.

The FCC has also squarely held - and the New Mexico Public Regulation

Commission has recently acknowledged4
- that Track A does not require a BOC to

prove that competition for residential customers is facilities-based. 5 The FCC has

stated multiple times that resale-based competition for residential customers is

47 U.s.c. § 271(c)(1)(A).
See Y1emorandum Opinion and Order, Application of Ameritech Michigan Pursuant to Section 271

of the Communications Act of J934. As Amended. To Provide In-Region. InterLATA Services in Michigan, 12
FCC Rcd 20543 ~~ 78 (1997) ("Ameritech Michigan Order").

J Id. at ~ 77.
4 See Procedural Order Regarding Track A,In the Matter ofQwest Corporation 's Section 27J

Application and Motion for Alternative Procedure to Manage the Section 271 Process, Utility Case ~o. 3269
(Nov. 6, 2001) at 3 (''The Commission recognizes that the FCC allows for the satisfaction of the residential
competition component of Track A through a showing of competitors' service to residential customers entirely
via resale . . . .").

j See, e.g., Memorandum Opinion and Order, Application ofBe/lSouth Corporation. BellSouth
Telecommunications, Inc., and Bel/South Long Distance. Inc. for Provision ofIn-RegIOn InterLATA ServIces
in Louisiana, 13 FCC Red 20599 ~ 48 (1998) ("Second Bel/South Louisiana Order") (holding that reading
Track A to require a showing of facilities-based residential competition would "produce anomalous results,
and there appear to be overriding policy considerations that lead to a contrary consrructlOn of the statutory
language"); £(1. at ~ 46 ("The language of sectlOn 271 (c )(A) [the Track A requirement] appears to stop short of
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sufficient: "[1Jt does not appear to be consistent with congressional intent to

exclude a BOC from the in-region interLATA market solely because the

competitors' service to residential customers is wholly through resale.,,6 Therefore,

Qwest can satisfy Track A by showing that business customers in New Mexico are

being served by facilities-based competition while residential customers are being

served solely by resale-based competition.

The report by Mr. John Antonuk (,'Facilitator") of the Liberty Consulting Group

concerning General Terms and Conditions, Section 272 and Track A, released on

September 21, 200 I, concluded that, while all Track A requirements were met with

respect to business services in New Mexico, these requirements were not met with

respect to residential service in New Mexico.s The Facilitator concluded that Qwest

had not provided "substantial evidence" of provision of competitive local exchange

service to residential end users. 9 It appears, however, that the Facilitator believed

that Qwest was required to make a specific showing that there is facilities-based

competition for residential customers in order to be in compliance with Track A. 10

As noted above, no such showing is required: A BOC can fully satisfy Track A by

mandating acmal provisioning of competitive facilities-based services independently to both business and
residential subscribers.").

b Second Bel/South Louisiana Order at' 48; Memorandum Opinion and Order, Joint Application by
SBC Communications. Inc., Southwestern Bell Telephone Company, and Southwestern Bell Communications
Services, Inc. d/b/a Southwestern Bell Long Distance For Provision ofIn-Region. InterLATA Services in
Kansas and Oklahoma, 16 FCC Rcd 6237 ~ 43 n.IOl (2001).

7 See Ameritech Michigan Order at ~~ 62-014. see also Facilitator's Report on Group 5 Issues:
General Terms and Conditlons, Section 272, and Track A (Sept. 21, 200 1) at 71- 72 ("FacIlitator's Report).

8 See Facilitator's Report at 85.
9 !d. at 85
10 Id. (tinding that Qwest's brief demonstrated that CLECs were engaged in "the provision ofJacIlitles-

based business and residential services ... in aU but two states: [daho and ~ew \'!eXICO") (emphasis :ldded).
11 Facilitator's report, P. 85
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showing that CLEes are offering facilities-based business competition m

combination with resale-based residential competition. Because the Facilitator

erroneously concluded that Qwest was required to demonstrate the presence of

facilities-based residential competition, he failed to acknowledge Qwest's

unrebutted evidence of resale-based residential local exchange competition in New

Mexico, presented in my direct testimony and in the workshops in this proceeding. 12

The purpose of this supplemental testimony is to reinforce that evidence and to

demonstrate that the combination of the resale data and the documentation of

facilities-based residential local exchange competition provided by Mr. John Badal

in his affidavit and direct testimony, show that sufficient residential local exchange

competition in New Mexico is present to meet the requirements ofTrack A

EVIDENCE OF RESALE-BASED RESIDENTIAL COMPETITION

WHAT EVIDENCE DID YOU PREVIOUSLY PRESENT OF RESIDENTIAL

RESALE-BASED LOCAL EXCHANGE COMPETITION IN THIS

PROCEEDING?

During the June 26, 2001 Multistate workshop, I provided updated competitive data

in response to the parties' request that the most current competitive data available be

submitted for discussion during the workshop. I updated Confidential Exhibit DLT-

2, based upon April 30, 2001 data, to reflect then-current quantities of Unbundled

12 Confidential Exhibit DLT-2 attached to Direct Testimony of David L_ Teitze! dated ~larch 30
1

200l(testimony is Confidential 57 QWE DLT-7); Contidential S3 QWE DLT-8; Confidential S3 QWE DlT-
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Loops, Facility-Based Competitive Lines and Resold Lines in service. This updated

exhibit was introduced in the June 26, 2001 workshop on the record as Confidential

S8 QWE DLT-8, and is attached to this testimony as Attachment A. This exhibit

showed that CLECs were purchasing and reselling a total of 3,064 residential local

exchange lines in New Mexico. I also introduced an exhibit during the June 26,

2001 workshop on the record as Confidential S8 QWE OLT-15, showing April

200 1 quantities of resold lines in service, by location, CLU code and service type,

with the actual CLEC name masked to preserve carner confidentiality. This exhibit

is attached to this testimony as Confidential Attachment B. In addition, I supplied

an updated Confidential Exhibit DLT41, which reflected CLECs actively purchasing

wholesale services from Qwest in New Mexico as of April 30, 2001. This exhibit

was introduced during the June 26,2001 workshop on the record as Confidential S8

QWE OLT-10, and is attached to this testimony as Confidential Attachment C. This

exhibit showed a total of five CLECs actively reselling Qwest's residential local

exchange service at that time.

IS THE DATA IN THE EXHIBITS REFERENCED IN THE PRECEDING

ANSWER DEVELOPED THROUGH AN ESTIMATING PROCESS, OR DO

THESE DATA REPRESENT ACTUAL RESOLD LINES IN SERVICE?

This data reflects actual residential resale lines in service, not estimates, and simply

consists of reports of wholesale in-service quantities taken from Qwest's wholesale

service tracking database, which is updated on a monthly basis. The information

12; and Confidential 53 QWE DLT-15.
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provided reflected actual resold residential access lines in service as of April 2001

as well as the actual CLECs purchasing residential services for resale.

WITH RESPECT TO THE DATA REGARDING THE NUMBER OF

RESOLD RESIDENTIAL LINES IN SERVICE AL~D THE NUMBER OF

CLECS RESELLING RESIDENTIAL LOCAL EXCHAi~GE SERVICE,

WERE THESE NUMBERS DISPUTED THROUGH WRITTEN

TESTIMONY OR DURING FORL'\1AL WORKSHOPS?

No. These data were not rebutted and are in the formal record in this proceeding as

discussed above.

IN ITS FOURTH SET OF DATA REQUESTS SERVED ON QWEST ON

NOVEMBER 9, 2001 BY THE COMMISSION STAFF, QWEST WAS

ASKED TO PROVIDE THE MOST CURRENT DATA AVAILABLE

REGARDING RESIDENTIAL RESALE, IF SUCH DATA IS DIFFERENT

THAN THE DATA PROVIDED THROUGH THE ABOVE-REFERENCED

EXHIBITS DURING THE MULTISTATE PROCEEDINGS. DOES THE

MOST CURRENT DATA REFLECT CHANGES IN THE NEW MEXICO

CLEC RESALE QUANTITIES, At"fD WHAT ARE THESE SPECIFIC

CHAL'\1GES'?

Yes. Confidential Attachment D reflects New Mexico CLECs actively purchasing

wholesale services from Qwest, and shows a total of 9 CLECs reselling residential

local exchange services as 0 f September 30, 2001. This number is an incre:1se from
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the five residential resale CLECs identified in Confidential Attachment C. In

Confidential Attachment E, the number of resold residential access lines in service

is reported by city and wire center as of September 30, 2001, and reflects a total of

1,829 resold residential lines in service, as compared to total resold residential lines

in service as of April 30, 2001 of 3,064, as shown on Attachment A. While a total

of 9 CLECs are providing resold residential local exchange service in New Mexico,

one CLEC, identified in Confidential Attachment E as "CLEe C" to protect carrier

confidentiality, is reselling almost 1,600 of the resold residential lines in service as

of September 30, 2001.

WHAT DO THESE CHANGES IN THE RESIDENTIAL RESALE

NUMBERS SUGGEST?

These changes show that the competitive local exchange market is dynamic and that

CLECs are continuing to offer resold residential services in New Mexico, even

though the general economy is currently less conducive to access line growth than it

has been in the past. It is noteworthy that the number of CLEes actively reselling

residential services has increased to nine as of September 2001. As noted above, at

least one CLEC is serving almost 1,600 residential access lines via resale; that

CLEC has succeeded in making resale a cornerstone of its residential service

strategy and is plainly serving a significant number of customers. Additionally,

access line "in service" quantities cannot be considered in isolation when assessing

competitive markets, and the net reduction in resold residential access lines may be

an indication of a shift in New Mexico CLEC competitive strategies away from
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PLEASE SUMMARIZE YOUR TESTIMONY.

CONCLUSIONS AND RECOMMENDATIONS

WHAT DO YOU RECOMMEND TO THE COMMISSION?

party E9l1 database

d 19.144 business telephone

'Intrado;-Qwesfs

adminis~ato'r.

/'

Mexico. Based on September 200 I information, which is the most current data

into the formal record in the June 26, 200 1 Multistate workshop, that 5 CLECs were

resale in providing services to end users.' X.an1f'H-8,-at~P-age4 -9f his affidavit,

I have reaffirmed in this testimony that, based on April 30, 2001 information entered

lines in the state. This information clearly shows residential local exchange resale

available, a total of 9 CLECs are providing nearly 2,000 resold residential exchange

reselling a total of 3,064 residential local exchange lines to end users in New

has been and remains a viable means by which CLECs may serve end users.

this proceeding, Qwest's evidence shows that CLEes are providing competitive

Mr. BadaLSJate.~Jh<l! facilities-based CLECs(e. ., those using ~LEC-owned--_.,..-.-
loops or stand-alone UNE loops purchased fro '-est to provide service to end.-

Coupled with the competitive information provided in the affidavit of Mr. Badal in

local exchange services to residential customers in New Mexico in a variety of

ways. As discussed previously in this testimony, Qwest must demonstrate that at
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least one CLEC is serving a more than de minimis number of residential customers

via either facilities-based or resale-based competition. In this proceeding Qwest has

demonstrated that CLECs are providing services through resale and via facilities-

based means. In light of this evidence, I respectfully ask the Commission to find

that local exchange competition is now present in the residential market in New

Mexico, and that Qwest has fully satisfied all Track A requirements in the state.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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I. IDENTIFICATION OF WITNESS

PLEASE STATE YOUR NAME, OCCUPATION, AND PLACE OF

EMPLOYMENT.

My name is David 1. Teitzel. I am employed by Qwest Corporation ("Qwest"). My

title is Director - Product and Market Issues. My business address is 1600 7th

Avenue, Room 2904, Seattle, Washington 98191.

ARE YOU THE SAME DAVID L. TEITZEL WHO FILED DIRECT

TESTIMONY IN THIS PROCEEDING ON MARCH 30, 2001, REBUTTAL

TESTIMONY ON MAY 23, 2001, AND SUPPLEMENTAL DIRECT

TESTIMONY ON NOVEMBER 16, 2001 ?

Yes, I am.

II. OVERVIEW OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

My supplemental rebuttal testimony addresses the issues raised in this proceeding

by Mr. Michael S. Ripperger on behalf of the Advocacy Staff of the New Mexico

Public Regulation Commission ("Commission") and Ms. Diane Roth on behalf of

AT&T. In my testimony, I demonstrate that, contrary to suggestions of these

witnesses, Qwest is in compliance with the Track A requirements of section 271 in

New Mexico. Because Qwest has already demonstrated the existence of facilities-
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based competition in the business market in New Mexico to the satisfaction of the

multistate Facilitator, Qwest can, according both to this Commission and the

Federal Communications Commission ("FCC"), fully satisfy Track A by

establishing the existence of at least one CLEC providing resale-based competition

in the residential market. My testimony shows that Qwest is, in fact, able to make

such a showing and thus has satisfied Track A.

Qwest has provided actual tracking counts of resold residential lines showing that,

as of September 30, 2001, CLECs in New Mexico were serving at least 1,791

residential access lines via resale. In addition, New Mexico CLECs responding to

the Commission's data requests report that they are serving at least 1,380 residential

access lines via resale. Neither of the witnesses opposing Qwest in this proceeding

has challenged the accuracy of Qwest's tracking numbers or the CLEC data request

responses; on the contrary, Mr. Ripperger and Ms. Roth cite these numbers

themselves. Mr. Ripperger also concedes the existence of a single CLEC serving

over 1,300 residential lines. All of these facts, which are not in dispute, plainly

show that CLECs are serving a more than de minimis amount of residential

customers in New Mexico. On the basis of these undisputed facts, the Commission

should find that Qwest has satisfied all of the requirements of Track A.

21

22

III. LEGAL BACKGROUND
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DID MR. RIPPERGER AND MS. ROTH ACCURATELY DESCRIBE THE

APPLICABLE LEGAL STANDARDS IN THIS PROCEEDING?

3 A.

4

5

6 Q.

7 A.

8

9

10

11

12

13

14

15

16

17

18 Q.

19

No. Both witnesses have misstated the relevant legal standards governing this

proceeding. It is therefore necessary to rebut their legal analysis here.

\\'HAT ARE THE REQUIREMENTS OF TRACK A?

The Track A provision of the Telecommunications Act of 1996, I as interpreted by

the FCC, requires a Bell Operating Company ("BOC") to demonstrate four things:

(1) that it has one or more binding agreements with CLECs that have been approved

under section 252 of the Act; (2) that it provides access and interconnection to one

or more unaffiliated competing providers of telephone exchange service; (3) that

these competitors collectively provide telephone exchange service to residential and

business subscribers; and (4) that these competing providers collectively offer

telephone exchange service either exclusively or predominantly over their own

facilities (which include the UNEs they lease from the BOC) in combination with

resale. 2

\\'HAT TYPE OF CARRIER QUALIFIES AS A "COMPETING

PROVIDER" UNDER TRACK A?

47 U.s.C. § 271(c)(1)(A).
2 See Memorandum Opinion and Order, Application of Ameritech Michigan Pursuant to Section 271

of the Communications Act of J934, as amended, To Provide In-Region, InterLATA Services in Michigan, 12
FCC Red 20543, ~'\l62-104 (1997) ("Ameritech Michigan Order").
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According to the FCC, a CLEC is a "competing provider" as long as it is "actually

... in the market and operational (i.e., accepting requests for service and providing

such service for a fee),,3 and "serving more than a de minimis number of end-

users.',4 These minimal requirements are intended to ensure that the CLEC is

presently "an actual commercial alternative" in the market and not simply in the

planning or testing stages.5

DOES TRACK A REQUIRE QWEST TO ESTABLISH THAT MULTIPLE

CLECS ARE SERVING A MORE THAN DE MINIMIS NUMBER OF

CUSTOMERS IN NEW MEXICO?

No. The 1996 Act states that, in order satisfy Track A, a BOC must demonstrate

that it is providing access and interconnection to "one or more unaffiliated

competing providers of telephone exchange service ... to residential and business

. subscribers.,,6 Nothing in the Act requires the BOC to prove the existence of more

than one active CLEC in a particular state. The FCC has also agreed with that

reading of the 1996 Act: although Brooks Fiber was the only CLEC cited by

Ameritech that qualified as a "competing provider" for purposes of Track A in

Michigan, the FCC found that Ameritech had satisfied Track A in that state. The

FCC held that, "[b]ecause we find that Brooks Fiber is offering service 'exclusively

Amcritech Michigan Order ~ 75.
ld. ~ 78.
ld. 1 75.
47 U.S.c. § 271(c)(1)(a) (emphasis added).
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over (its] own telephone exchange servIce facilities,' we need not determine

whether MFS WorldCom and TCG are also offering service ....,,7

MUST A CLEC SERVE A MINIMUM SHARE OF THE MARKET IN

ORDER TO QUALIFY AS A "COMPETING PROVIDER?"

No. The FCC has made clear that a CLEC need not achieve any particular market

share or serve any particular number of customers to qualify as a "competing

provider" for purposes of Track A; the CLEC must simply be operational and

serving a more than de minimis number of customers for a fee. Neither Track A nor

any other provision of section 271 turns on CLECs' individual or collective

customer counts or market shares. While Mr. Ripperger and Ms. Roth both suggest

that a CLEC must be serving a minimum amount of the market in order to qualify as

a "competing provider,,,8 they cannot point to any legislative history, statutory

language, or FCC holdings that support their views. The FCC has stated outright

that it "do[es] not read section 271(c)(l)(A) to require that a new entrant serve a

specific market share in its service area to be considered a 'competing provider. ...9

As the FCC has noted repeatedly, including in its most recent section 271 orders,

both houses of Congress specifically rejected language that would have put some

Amerilech Michigan Order ~ 10J
g

See Testimony of Michael S. Ripperger in Response to Qwest's New Mexico Specific Tract [sic} A
Evidence, In the Matter of U S West Communicatiol1S. Inc. 's Section 271 Application and Motion/or
Alternative Procedure to Manage the Section 271 Process, Utility Case No.3269 (Dec. 31, 2001), Public
Version, at 14:8-18 ("Ripperger Test."); Testimony of Diane F. Roth on Behalf of AT&T Communications of
the Mountain States, Inc. Regarding Track A, 1n the Matter ofQwest Corporation. Inc's Section 271
Application and Motionfor Alternative Procedure to Manage the Section 271 Process (Dec. 31, 2001),
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kind of CLEC market share requirement in Track A.)O The D.C. Circuit agrees. It

recently recognized that section 271 "imposes no volume requirements for

satisfaction of Track A," and that the FCC has read "Track A to require only a

minimal volume of competition to be present.,,11 Similarly, FCC Chairman Michael

Powell has emphasized that neither Track A, the public interest requirement, nor

any other part of section 271 imposes any type of market share test:

Some of the critics wish it was a market share test. And I won't even
opine on whether that's good or bad, but I know that was expressly
rejected by Congress. It doesn't say if there aren't more than 10% of
people in the market don't approve them. That's just not what 271
says. And I know that's what a lot of people wish it said. But it
doesn't. 12

Track A merely requires that there be one or more "operational" CLECs in New

Mexico providing service "for a fee" to customers; it does not require that CLECs

Public Version, at 2:21-3:22 ("Roth Test.").
9 Ameritech Michigan Order ~ 77.
10 See Memorandum Opinion and Order, Joint Application ofSBe Communications Inc., Southwestern

Bell Telephone Company, and Southwestern Bell Communications Services, Inc., d/b/a Southwestern Bell
Long Distance Pursuant to Section 271 of the Telecommunications Act of 1996 To Provide In-Region,
InterLATA Services in Arkansas and Missouri, 16 FCC Rcd 20719 (2001), at D-6 n.27 ("SBC
ArkansasIMissouri Order") ("Congress had considered and rejected language that would have imposed a
'market share' requirement in Section 271(c)(l)(A) [Track A)."); Memorandum Opinion and Order,
Application of Verizon Pennsylvania Inc., Verizon Long Distance, Verizon Enterprise Solutions, Verizon
Global Networks Inc., and Verizon Select Services Inc., for Authorization to Provide In-Region, InterLATA
Services in Pennsylvania, 16 FCC Red 17419 (2001) at C-6 n.27 (same); Memorandum Opinion and Order,
Application of Verizon New York Inc., Verizon Long Distance, Verizon Enterprise Solutions, Verizon Global
Networks Inc., and Verizon Select Services Inc., for Authorization to Provide In-Region, InterLATA Services
in Connecticut, 16 FCC Red 14147 (2001) at D-6 n.27 (same); Memorandum Opinion and Order, Joint
Application by SBe Communications Inc., Southwestern Bell Telephone Company, and Southwestern Bell
Communications Services, Inc, d/b/a Southwestern Bell Long Distancefor Provision ofIn-Region , InterLATA
Services in Kansas and Oklahoma, 16 FCC Red 623 7 ~ 34 n. 78 (200 I) ("SBC Kansas/Oklahoma Order")
(same); Amcritech Michigan Order ~ 77 n.170 (citing legislative history). The SBC Kansas/Oklahoma Order
was recently remanded by the D.C. Circuit on grounds unrelated to Track A. See Sprint Communications
C0'7fal1)' L.P v. FCC, 2001.WL 1657297 (D.C. Cir. Dec. 28, 2001). . . .

Sprmt Communicatlons. 2001 WL 1657297, at 3, 5. The D.C. CUCUlt dId note, however, that the
FCC's findings with respect to the volume of competition were not specifically being challenged in that case.
!d. at 5-6.
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have achieved any particular number of customers or share of the market in New

Mexico overall.

WHY DOESN'T TRACK A CONTAIN A MINIMUM MARKET SHARE

REQUIREMENT FOR RESIDENTIAL COMPETITION?

The FCC has made clear that Congress intended section 271 approval to turn only

on whether a BOC has taken those actions within its control to open its local market

pursuant to the competitive checklist. Congress recognized that the BOC has no

control over its competitors' business strategies or decision making; hence, it did

not require the BOC to guarantee that CLECs actually enter the market once opened.

As the FCC has noted, the Senate speci fical1y rej ected language that would have

required the BOC to prove that there are CLECs in operation that are "'capable of

providing a substantial number of business and residential customers'" with

service. l3 For this reason, nothing in Track A or any other part of the 1996 Act

requires a BOC to prove that CLEes have in fact entered the market in any

significant number or achieved any particular level of market penetration. The FCC

has acknowledged that:

Congress specifically declined to adopt a market share or other
similar test for BOC entry into long distance, and we have no
intention of establishing one here. Moreover, pursuant to section
271(c)(2)(B) [the competitive checklist], the Act provides for long
distance entry even where there is no facilities-based competition
satisfying section 271 (c)(1)(A) [Track A]. This underscores

"Powell Defends Stance on Telecom Competition," Communications Daily, May 22, 2001.
Id. ~ 77 n.170 (quoting 141 Congo Rec. S8319-26 (daily ed. June 14,1995)) (emphasis added).
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Congress' desire to condition approval solely on whether the
applicant has opened the door for local entry! through full checklist
compliance, not on whether competing LEes actually take advantage
ofthe opportunity to enter the market. 14

These considerations are especially salient in the residential market, since, as the

D.C. Circuit has recognized, Hthe residential market may not be attractive to

competitors" even when the conditions for entry are favorable, resulting in a low

level of competition. 15 The FCC has expressly held in virtually every section 271

order since its New York decision that low levels of competition entry in the

residential market are not a reason to deny section 271 approval. For example, in

the Verizon Massachusetts Order, the FCC held that:

Given an affirmative showing that a market is open and the
competitive checklist has been satisfied, low customer volumes in
and of themselves do not undermine that showing. Factors beyond a
BOC's control, such as individual competitive LEe entry strategies,
might explain a low residential customer base. 16

MUST A CLEC PROVIDE SERVICE AT THE SAME PRICE AS THE BOC

IN ORDER QUALIFY AS A "COMPETING PROVIDER?"

No. Just as Track A does not contain a market share requirement, the statute

similarly does not require CLECs to be offering service at the same prices as the

14 Memorandum Opinion and Order, Application by Bell Atlantic New York for Authorization Under
Section 271 ofthe CommunicatIOns Act To Provide In-Region InterLATA Service in the State o/New York, 15
FCC Red 3953 '427 (1999) (footnotes omitted) (emphases added).

15 Sprint Communications, 2001 WL 1657297, at 5-6
16 Memorandum Opinion and Order, Application of Verizon New England Inc., Bell Atlantic

Communications, Inc. (d/b/a Verizon Long Distance), NYNEX Long Distance Company (d/b/a Verizon
Enterprise Solutions) And Verizon Global Networks Inc, For Authorization to ProvIde In-Region, InterLATA
Services in Massachusetts, 16 FCC Red 8988 ~ 235 (2001)
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Boe to qualify under Track A. As the FCC acknowledged in the Amcritech

Michigan Order, the House of Representatives rejected a version of Track A that

would have demanded the presence of a CLEe capable of offering "service that is

comparable in price, features, and scope" to that offered by the BOe.n For

example, although there are "certain technical and functional differences between

pes and wireline local exchange service,,,18 the FCC has held that a pes provider

can qualify as "competing provider" under Track A because the two services are

"functionally equivalent.,,19 The FCC acknowledged "customers may be willing to

pay a premium for pes service in light of the benefits ofmobility.,,20

MUST A CLEC PROVIDE SERVICE WITH THE SAME FEATURES OR

WITH THE SAME CALLING AREA AS THE BOC IN ORDER QUALIFY

AS A "COMPETING PROVIDER?"

No. The service offered by a CLEe can differ in features and calling area from that

offered by the BOe and still qualify under Track A. As discussed above, the FCC

has acknowledged that the House of Representatives rejected a version of Track A

that would have required a BOe to show that CLEes are capable of offering

"service that is comparable in price, features. and scope" to that offered by the

Ameritech Michigan Order ~77 n. 170 (quoting H.R. Rep. No. 104-204, at 7 (1995») (emphasis
added).

18
Memorandum Opinion and Order, Application ojBeliSouth Corporation. BeliSouth

Telecommunications. Inc and BellSouth Long Distance, Inc. Jar Provision o.(In-Region, InterLA TA Services
in LOUisiana, 13 FCC Rcd 20599 ~ 28 (1998) ("Second BellSouth Louisiana Order").

19 ld. ~ 29.
20 ld.' 32.
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DOES THE FINANCIAL HEALTH OR COMPETITIVE FORTUNES OF A

CLEC AFFECT WHETHER IT IS A ~'COMPETING PROVIDER" FOR

PURPOSES OF TRACK A?

No. The FCC has made clear that the financial health of the CLEC industry or

individual CLECs is irrelevant to section 271.22 The FCC does not even require a

CLEC to be accepting new customers to qualify as a "competing provider" for the

purposes of Track A. In the recent SEC Arkansas/Missouri Order, the FCC held

that there was no requirement that a CLEC "necessarily be accepting new customers

in order to qualify for Track A ....,,23 In that decision, the FCC found that SBC

had satisfied Track A for Arkansas despite the fact that the only CLEC of any

significant size in the state, ALLTEL, was no longer marketing its service to new

residential customers. 24

MUST A CLEC SERVE A SPECIFIC GEOGRAPHIC REGION OF THE

STATE IN ORDER TO QUALIFY AS A "COMPETING PROVIDER?"

No. The FCC has declared unequivocally that it "do[es) not read section

271 (c)(1 )(A) to require any specified level of geographic penetration by a competing

Ameritech Michigan Order'il77 n. 170 (quoting H.R. Rep. No.1 04-204, at 7 (1995)) (emphasis

See Verizon Pennsylvania Order'il 126.
See SBC Arkansas/Missouri Order ~ 119.
Jd.
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provider.,,25 A CLEC qualifies as a "competing provider" for Track A as long as it

provides service "'somewhere in the State'" - not necessarily throughout the state

as a whole,26 As the Ameritech Michigan Order notes, the plain language of Track

A does not contain any requirement of ubiquity, and the legislative history makes

clear that no such test was intended.27

MUST A CLEC TARGET THE SAME TYPES OF CUSTOMERS AS THOSE

SERVED BY THE BOC IN ORDER TO QUALIFY AS A "COMPETING

PROVIDER?"

No. Nothing in the 1996 Act, the legislative history of the Act, or the FCC's orders

requires a CLEC to market its service to any particular type or group of customers,

to the same type of customers the BOC is serving, or to the market as a whole. As a

result, the fact that a CLEC is targeting or serving a group of customers different

from those served by the BOC is irrelevant for the purposes of Track A. Given that,

as discussed above, Track A contains no requirements regarding the market share,

order volume, or geographic scope of a CLEC or the price features of its service, a

requirement that a CLEe must target the same customers served by the BOC would

be inconsistent with the provisions of the statute.

CAN THE RESIDENTIAL COMPETITION REQUIREMENT OF TRACK A

Ameritech Michigan Order ~ 76.
M (quoting H.R. Rep. No. 104-204, at 77 (1995» (emphasis added by FCC).
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BE SATISFIED SOLELY BY THE EXISTENCE OF RESALE-BASED

COMPETITION?

Yes. Track A is satisfied if a BOC can demonstrate that competitors are serving

business customers via facilities-based competition (which the Facilitator found in

Qwest's case, and which is not at issue in this hearing) and residential customers via

resale-based competition. While the Facilitator apparently believed that Qwest was

required to demonstrate the existence of both business and residential facilities-

based competition to satisfy Track A, the FCC has twice held expressly that the

statute contains no such requirement. In the Second BellSouth Louisiana Order, the

FCC noted that "[t]he language of section 271(c)(l)(A) [the Track A provision) is

ambiguous on its face," since the requirement that there be both business and

residential competition appears in a separate sentence from the requirement that

CLEes be using their own facilities. 28 As a result, "[i]t is not entirely clear whether

the statutory language requires that the competitor or competitors offer

predominantly facilities-based service to each category of subscribers - business

and residential - independently or to the two classes taken together.,,29 The FCC

held the better reading to be that no showing of facilities-based residential

competition is required: ''[T]he language of section 27l(c)(l)(A) appears to stop

short of mandating actual provisioning of competitive facilities-based telephone

ld.
Second BellSouth Louisiana Order ~ 46 .
ld.
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exchange servIces independently to both business and residential subscribers.,,30

The FCC went on to explain that,

. . . reading the statuto!)' language to require that there must be
facilities-based service to both classes of subscribers to meet Track A
could produce anomalous results, and there appear to be overriding
policy considerations that lead to a contrary construction of the
statutory language. In particular, if all other requirements of section
271 have been satisfied, it does not appear to be consistent with
congressional intent to exclude a BOCfrom the in-region, interLATA
market solely because the com~etitors' service to residential
customers is wholly through resale. 1

The FCC reaffiImed this holding in the SBC Kansas/Oklahoma Order. There, the

FCC stated that it was prepared to find that SBC had satisfied the residential portion

of Track A for Kansas solely on the basis of resale-based competition.32 According

to the FCC, had it been unable to rely on SBC's evidence of facilities-based

competition, it "likely would not have denied [SBC's) application on 'Track A'

grounds, and would have relied on the existence of competitors' service to

residential customers through resale.,,33 Thus, the SBC Kansas/Oklahoma Order

plainly demonstrates that the residential portion of Track A can be satisfied solely

through resale-based competition.

HAS THIS COMMISSlON CONSIDERED WHETHER QWEST CAN

SATISFY THE RESIDENTIAL COMPETITION REQUIREMENT OF

TRACK A SOLELY THROUGH RESALE-BASED COMPETITION?

ld ,-r46.
Jd. ~ 48 (emphasis added).



Track A Rebuttal Testimony of David L. Teitzel
Utility Case No. 3269

January 11, 2002
Page 14

1 A.

2

3

4

5

6

7

8

9

10 Q.

11

12

13 A.

14

15

Yes. In its Procedural Order regarding Track A, this Commission acknowledged

that Qwest can satisfy Track A solely through a showing of resale-based

competition in the residential market: "The Commission recognizes that the FCC

allows for the satisfaction of the residential competition component of Track A

through a showing ofcompetitors' service to residential customers entirely via

resale ....,,34 The Commission's Procedural Order establishes the applicable legal

standard for this proceeding, and Mr. Ripperger's and Ms. Roth's failure even to

acknowledge that order is inexcusable.

HAS MR. RIPPERGER ACCURATELY DESCRIBED THE FCC'S AND

THIS COMMISSION'S HOLDINGS ON THE SUFFICIENCY OF RESALE-

BASED RESIDENTIAL COMPETITION FOR PURPOSES OF TRACK A?

No. First, as noted above, 1\1r. Ripperger fails to mention this Commissions

controlling decision in the Procedural Order at all. Second, with respect to the

FCC's orders, Mr. Ripperger actually concedes that the FCC articulated the rule on

16

17

18

the sufficiency of resale that this Commission has also endorsed; he simply prefers

to call the FCC's discussion a "hint[J" rather than a holding. 35 In Mr. Ripperger's

words, "the FCC has hinted6> . '/;/I·r;.~v;::n a.~~~sory review ofthe two .FCC g.tders in
~ i/'.·?JUi!0 £I~ t /v'r'ktt ! "«ltk:/Jl,~.'t4'L " ,

4?t'k S",;tr"'->7/.;f4<~~ :M~'~«~if
i?~llt 7} $jrL.1I7ffU ~7,-f/i:;t.~.~A:~I1J

32 SBC Kansas/Oklahoma Order ~ 43t'f~ ~
33 Id.,.

Procedural Order Regarding Track A, In the Matter oIQ'>'.'est Corporation's Section 271 Application
and Motion for Alternative Procedure to Manage the Section 27J Process, Utility Case No. 3269 (Nov. 6,
2001) ~ 5 ("Track A Order").

35 See Ripperger Test at 11 :21.
36 Id.
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question makes clear that the FCC's rulings are square and unmistakable, not mere

"hints." The fact that the FCC ultimately rejected BellSouth's second Louisiana

section 271 application for failure to meet the competitive checklist does not

undermine the guidance the FCC intentionally provided in that order for future

applications; indeed, all sides in this case agree that many of the relevant standards

for the Track A inquiry come from the Ameritech Michigan Order, which also

involved a rejected application. Moreover, the FCC's discussion of the sufficiency

of resale-based competition in the SBC Kansas/Oklahoma Order did have practical

significance, since there was a serious dispute about whether the only evidence

demonstrating the existence of facilities-based competition was properly in the

record.3
? For that reason, the FCC stated explicitly that it "would have relied on the

existence of competitors' service to residential customers through resale" to satisfy

Track A if it was required to exclude the evidence of facilities-based competition.41

Simply put, the FCC's statements in these orders that resale-based residential

competition alone can satisfy Track A could not be clearer, and Mr. Ripperger's

argument to the contrary must be rejected.

PLEASE DISCUSS MR RIPPERGER'S STATEMENT THAT Q\VEST

"SHOULD NOT" ATTEMPT TO DEMONSTRATE RESIDENTIAL

SBC Kansas/Oklahoma Order ~ 43.
See Ripperger Test. at 11 :4-20.
id. at 11:21-23.
See Second BcllSouth Louisiana Order ~ 48.
SBC Kansas/Oklahoma Order ~ 43 n.l 01.
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COMPETITION THROUGH RESALE-BASED COMPETITION.

Mr. Ripperger also argues that "Qwest should not try to become the first Section

271 applicant to ask the FCC to determine that it meets the residential component of

Track A solely through resale for a variety of reasons:.43 He gives two reasons,

neither of which is persuasive. First, he argues that "it is not clear that the

Commission" will find that Qwest has complied with the remaining requirements of

section 271, including the competitive checklist. Vv'bether that is true is being tested

in the other proceedings in this docket and is irrelevant to the present hearing.

Second, Mr. Ripperger asserts that, because "competitive levels are very weak in

New Mexico," Qwest will be unable to prove that the reseUers in the State "are

actually 'competing providers'" for the purposes of Track A. 45 But, as previously

discussed, Track A does not require a CLEe to achieve any particular market share

to qualify as a "competing provider." Mr. Ripperger's suggestion that resellers

cannot be "competing providers" if their customer numbers are (in his words)

"weak" thus misstates the law. Regardless of the overall "competitive levels" in

New Mexico, as long as a reseller is serving more than a de minimis number of

customers in the State, it qualifies as a "competing provider" under Track A.

SBC Kansas/Oklahoma Order ~ 43 n.l 0 I.
Ripperger Test. at 12:3-5.
ld. at 12:5-7.
Jd. at 12:19-13:2.
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IV. PROCEDURAL BACKGROUND

DO MR. RIPPERGER AND MS. ROTH ACCURATELY DESCRIBE THE

PROCEDURAL BACKGROUND TO THIS PROCEEDING?

No. The witnesses have failed to describe fairly the procedural history of this

proceeding. Therefore, it is necessary to summarize that history here.

PLEASE SUMMARIZE THE PROCEDURAL BACKGROUND OF THIS

PROCEEDING.

Qwest and a number of other parties, including CLECs and Commission Staff,

participated in the multistate proceeding intended to address the question of whether

Qwest has satisfied the requirements of a number of aspects of the section 271

application process, including Track A, for the seven participating states. The

ultimate goal of the multi state proceeding was to develop a thorough evidentiary

record and obtain a final recommendation on Qwest's compliance with the section

271 requirements from the multistate Facilitator, John Antonuk.

WHAT "'ERE THE FACILITATOR'S FINDINGS WITH RESPECT TO

TRACK A IN NEW MEXICO?

The Facilitator determined that Qwest had satisfied the first and second Track A

requirements in New Mexico for both business and residential competition in New
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Mexico.46 He also found that Qwest had fully met its burden under Track A's third

and fourth prongs with respect to New Mexico's business market by demonstrating

the existence of significant competition, including facilities-based competition, in

that market segment,47 Nevertheless, because the Facilitator believed that Qwest

had not yet shown that there was facilities-based competition for residential

customers in New Mexico, he ruled that Qwest had not met its burden with respect

to the residential market because of the lack of facilities-based competition in the

State. 48 The Facilitator erroneously failed to consider Qwest's evidence of resale-

based residential competition, as the FCC's Orders require. Because the Facilitator

felt that he could not rely only on estimates of the level of residential competition,

he held that Qwest was required to make "an independent showing that there is

actual service to residential end users.'..49 However, the Facilitator set the bar for

this showing very low; he noted that Qwest is only required to establish the

existence of "any residential service at air' in New Mexico. 50 The Facilitator's

standard is in line with the requirements of Track A, which, as noted above, only

require Qwest to establish the existence of at least one CLEC serving more than de

minimis amount of residential customers.

46 Id. In the Maller of Qwest Corporation's Section 27I Application and Motion for Alternative
Procedure to Manage the Section 271 Process, Facilitator's Report on Group 5 Issues: General Terms and
Conditions, Section 272, and Track A, filed Sept 21, 2001, at 73-74,85-86 ("Facilitator's Report").

47 Id. at 85_
48 /d.

49 Jd. at 80.
50 Jd. (emphasis added).
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HOW DID QWEST RESPOND TO THE FACILITATOR'S TRACK A

FINDINGS?

Qwest asked the Commission to endorse the Facilitator's findings that Qwest had

satisfied the first two prongs of Track A for all segments of the market and the third

and fourth prongs with respect to the business market. On the other hand, Qwest

took issue with the Facilitator's finding that Qwest had not established the existence

of residential competition in New Mexico. Qwest argued that the Facilitator had

applied the wrong legal standard when he failed to take into account the presence of

resale-based competition in New Mexico. 51

HOW DID THE NEW MEXICO COMMISSION RULE IN RESPONSE TO

QWEST'S COMMENTS ON THE FACILITATOR'S REPORT?

As noted above, this Commission found that Qwest could in fact satisfy the

residential component of Track A solely through' a showing of resale-based

competition.52 The Commission also held, however, that because no parties

addressed the validity of the resale data submitted by Qwest in the multistate

proceeding, a further inquiry was required to establish the validity of the data.53

Specifically, the Order stated that this inquiry has two purposes:

51 See Qwest's Comments, Exceptions and Brief Regarding the Facilitator's Report on Group 5 Issues,
in the Matter ofUS West Communications, Inc. 's Section 27/ Application and Motion for Alternative
Procedure to Manage the Section 27/ Process (Oct. 5, 200 I) at 15-18.

52 Track A Order ~ S. The Commission did not specifically address the Facilitator's findings with
respect to the existence of business competition in New Mexico in its Track A Order, indicating that the
Commission accepted the Facilitator's Endings on the matter.

53 Jd.
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(i) examining the information contained in the Affidavit of John W.
Badal that purports to "document certain updated and additional
information ... regarding the extent to which local exchange service
is provided to residential customers in New Mexico by carriers
competing with Qwest", and (ii) examining Qwest's evidence
regarding the nature and extent of the provision of residential local
exchange service through resale. 54

The rebuttal testimony of Mr. Badal addresses the first issue, and my testimony

addresses the second.

WHAT IS THE SPECIFIC PURPOSE OF THIS INQUIRY?

The goal of this hearing should simply be to confirm whether there is more than a de

minimis amount of resale-based or facilities-based competition in the residential

market in New Mexico, and any attempt to address matters unrelated to this

proceeding, including the level of business competition in the State, are irrelevant

and should be ignored. Because Qwest has already proven that CLECs are serving

business customers via facilities-based competition in New Mexico to the

satisfaction of the Facilitator (and because the Commission has not suggested that

further hearings on that aspect of the Facilitator's findings are necessary), if Qwest

establishes that even one CLEC is offering a more than de minimis level service to

residential customers in the State through either facilities-based or resale-based

competition, Qwest will have satisfied all of the requirements Track A for New

Mexico.

Id. ~ 9 (citations omitted).
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v. EVIDENCE OF RESALE-BASED RESIDENTIAL COMPETITION

WHAT SOURCES HAS QWEST USED TO DETERMINE THE AMOUNT

OF RESALE-BASED RESIDENTIAL COMPETITION IN NEW MEXICO?

I have reported actual counts of resold residential lines contained in Qwest's

Customer Record Information System (CRrS), which is Qwest's billing system from

which virtually all retail and resale bills are generated. In this proceeding, I have

reported actual resold residential access line in-service counts from the CRlS system

in direct testimony, the multi-state workshops, and in response to New Mexico Staff

Data Request Set 4, Number 2.

HAS Q\VEST DEMONSTRATED THE EXISTENCE OF A MORE THAN

DE MINIMIS AMOUNT OF RESALE-BASED RESIDENTIAL

COMPETITION IN NEW MEXlCO?

Yes. In my Supplemental direct testimony, filed November 16, 2001, I filed

Confidential Attachment E, showing that more than a de minimis number of resold

residential access lines (at least 1,791) were in service in New Mexico as of

September 30, 2001. This confidential attachment was subsequentlY;}pdat:,d in a

Pl£7Jti'r( 3/
supplemental response to Staff Data Request Set 4, Number 2 on December 17,

2001, and continues to show that CLECs are serving more than a de minimis

number of residential access lines via resale. CLECs were serving at least 1,791

residential access lines via reale as of September 30,2001.
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\\'HAT DO THE RESULTS OF THE COMMISSION'S DATA SURVEY

SHOW?

The data from Qwest's CRIS system are confirmed by the CLECs' responses to the

Commission's survey. The aggregate number of resold residential access lines self-

reported by CLECs responding to the Commission's survey is approximately 1,380.

However, at least two of the CLECs currently purchasing resold residential service

from Qwest did not file responses to the Commission's survey. One CLEC, Comm

South Companies, Inc., acknowledged that it alone was serving 1,369 residential

access lines via resale as of November 15, 2001. While the number of access line in

service, including both those served by Qwest and those served by its competitors,

varies from month to month, Comm South's self-reported access line totals support

Qwest's position that more than a de minimis number of residential access lines are

served on a resale basis in New Mexico.

DO MR. RIPPERGER AND MS. ROTH CONCEDE THAT RESALE-BASED

RESIDENTIAL COMPETITION EXISTS IN NEW MEXICO?

Yes. Mr. Ripperger acknowledges the presence of resale-based residential

competition in New Mexico on page 15 of his testimony, where he says that "the

state's largest residential reseller reported it had 1,369 end-use customers as of
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November 15, 2001.,,55 Likewise, Ms. Roth acknowledges on page 3 of her

testimony that CLEes were serving 1,829 residential access lines via resale as of

September 30,2001.56

HAS ANY PARTY ATTEMPTED TO CHALLENGE THE ACCURACY OR

VALIDITY OF THE RESALE DATA?

No. The number of resold residential access lines discussed in this testimony, as

well as in previously-filed testimony and in the multi-state workshops, is simply a

count of resold residential access lines from Qwest's CRlS billing system. No party

in this proceeding has challenged the accuracy of the CRIS database, nor has any

party challenged the accuracy of the Comm South response to the Commission's

CLEC survey discussed above, in which Camm South provided new infonnation

regarding the number of New Mexico residential access lines it serves on a resold

basis.

IS QWEST "BACKING AWAY" FROM ITS PREVIOUS ASSERTIONS

REGARDING THE NUMBER OF LINES BEING SERVED BY RESALE-

BASED COMPETITION?

No. At Page 15, line 8 and 9, Mr. Ripperger states "Mr. Teitzel also seems to be

backing away from Qwest's previous claim that resale-based CLECs serve 3,064

Ripperger Test. at 15:17-]8.
Roth Test at 3: 18.
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residential access lines via resale in New Mexico." His implication is wrong.

Apparently, Mr. Ripperger is referring to the change in residential resold lines in

service over time. In Exhibit S8-QWE-DLT-8 filed in the Multi-state proceeding, I

accurately reported that, as of April 30, 2001, a total of 3,064 residential resold

access lines were in service in New Mexico. In my supplemental response to Staff

Data Request Set 4, Number 2, I reported that, as of September 30, 2001 (five

months after April 30, 2001), the total number of residential resold lines in service

was 1,791. In both instances, I have reported the number of resold residential access

lines in service that were contained in Qwest' s CRIS billing system at that particular

point in time. It is not surprising that this number would rise and fall from one point

in time to another. Contrary to Mr. Ripperger's implication, the fact that I provided

the most current data available at any given point in time does not indicate that

Qwest has "backed away" from any particular piece of evidence.

The local exchange market is dynamic and is being influenced by a number of

factors, including state and national economic issues, technological changes and

alterations in competitive business models of CLECs. Clearly, the tightening of

capital markets over the past year has driven changes in CLECs' focus upon

residential local exchange markets, and has created an incentive to focus upon

markets which have the potential to yield the greatest short term return, such as the

business markets in major metropolitan areas.



1

2

3

Q.

Track A Rebuttal Tcstlmony of David L lCllzel
Utlltly Case No. 3269

January 1I, 2002
Page 25

IS MR. RIPPERGER CORRECT WHEN HE SUGGESTS THAT CLECS

OFFERING RESALE-BASED SERVICE ARE NOT ACTUALLY

COMPETING WITH QWEST FOR RESIDENTIAL COMPETITORS?

4 A.

5

6

7

8

9

10

11

12

13

14

15

]6

17

18

19

20

No. Mr. Ripperger's argument that CLECs serving "high risk" customers or that are

incapable of providing comparable service to Qwest are not "competing providers"

for the purposes of Track AS? is not supported by the language, legislative history, or

FCC interpretation of section 271. Mr. Ripperger does not cite to a single authority

to support his argument, nor could he: none of the FCC's section 271 orders has

ever excluded a CLEe's access line information because the CLEC targets credit-

risk customers. As discussed in section III above, the 1996 Act does not require a

CLEC to serve a particular segment of the market, match the BOC's customer

profile, or charge prices comparable to the BOC in order to qualify as a "competing

provider." For this reason, Mr. Ripperger's assertion that "customers with access to

Qwest local telephone service would not be likely to find terms like [those offered

by CLECs in New Mexico] competitively attractive," is simply irrelevant for the

purposes of Track A. As long as a CLEC is operational and serving a more than de

minimis number of customers for a fee, it is considered a "competing provider"

under 1996 Act. Simply put, nothing in the 1996 Act requires CLECs to target or

serve the same group of customers served by the BOC.

21 Q. AT PAGES 19 AND 20 OF HIS DIRECT TESTIMONY, MR. RIPPERGER
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SUGGESTS THAT CUSTOMERS DISCONNECTED BY QWEST FOR

NON-PAYMENT ARE CUSTOMERS IN WHOM QWEST NO LONGER

HAS AN INTEREST AND SHOULD NOT BE CONSIDERED PART OF

THE CUSTOMER BASE FOR TRACK A PURPOSES. WOULD YOU

COMMENT?

In fact, Qwest proactively works with customers. disconnected for reasons of non-

payment to help those customers resolve outstanding payment issues and to

reestablish local service with Qwest. In many instances, residential customers in

this category are low income customers, and Qwest provides information to these

customers as to how to obtain Link Up and Lifeline assistance, which provides state

and federal support in the form of billing credits to defray a significant proportion of

nonrecuning and recuning charges for residential local exchange service in New

Mexico. Customers in the low income category can also elect for outbound Toll

blocking, reducing the level of the deposit required to reestablish local service with

Qwest. As these customers resolve outstanding billing issues and resume service

with Qwest, they are counted in Qwest's residential access line base. Similarly, if

these customers elect to instead subscribe to residential local exchange service

offered by a CLEC, they represent residential customers served by a competitor of

Qwest for Track A purposes.

AT PAGE 17, LINES 11 THROUGH 19, MR. RIPPERGER REFERS TO

See Ripperger Test. at 18:22-20:14.
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STAFF DISCOVERY AND ASSOCIATED Q"VEST RESPONSES

REGARDING ~'PSEUDO-CLECS" INVOLVED IN THE ROC OSS

TESTING PROCESS. WOULD YOU COMMENT ON HIS ASSERTIONS?

Yes. While Mr. Ripperger's testimony was filed on December 31, 2001, he

inaccurately characterizes Qwest's confidential response to Staff discovery request

6-8, which was filed on December J.I, 2001, and removed any information

associated with "pseudo CLECs" (P-CLECs) being used by the Regional Oversight

Committee (ROC) to test Qwest's Operations Support Systems (OSS) processes.

Mr. Ripperger's implication that Qwest did not fully respond to Staffs data request

is incorrect.

AT PAGES 2 THOUGH 4, MS. ROTH IMPLIES THAT DECLINES IN

QUANTITIES OF WHOLESALE PRODUCTS USED BY CLECS IN NEW

MEXICO "IS EVIDENCE OF A DECREASE IN COMPETITION." IS HER

CONCLUSION ACCURATE?

No. Ms. Roth has seriously misinterpreted infonnation regarding UNE loops in

senrice in New Mexico. At Page 3, she accurately cites to the number of UNE loops

in senrice as of April 30, 2001, as shown on Attachment A to my supplemental

testimony filed November 16, 2001. However, she neglects to report that the

number of Unbundled Loops in service in New Mexico shown on Attachment A

(7,715) includes both stand-alone unbundled loops and "packaged" loops. Footnote

7 of Attachment A states: "Unbundled loop total includes stand-alone loops and
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repackaged loops (UNE-P, UNE-Star)."

Ms. Roth compares that Attachment A number to the "UNE-Platfonn Loops In

Service" total found in my response to Staff data request Set 4, Number 11, which

showed a total of 3,925 UNE-Platfonn loops in service in New Mexico as of

September 30,2001. This latter number omits stand-alone unbundled loops, as the

title clearly indicates. Ms. Roth's supposed decline in competition is simply an

artifact of the fact she has compared apples and oranges. The relevant comparison

to the April 30, 2001 Attachment A numbers would be the combined number of

stand-alone UNE loops and UNE-Platform loops in service in New Mexico as of

September 30,2001. That number is 9,301, which is actually an increase of21%

over the April 30, 2001 numbers. In other words, Ms. Roth has the competitive

story exactly back'V.'ards.

DOES MS. ROTH'S CONCERN ABOUT THE DECLINE IN THE NUMBER

OF RESOLD RESIDENTIAL ACCESS LINEs IN SERVICE HAVE ANY

LEGAL SIGNIFICANCE?

No. The relevant legal question is not whether the number of resold residential lines

is increasing or decreasing at any given point in time; rather, the 1996 Act and the

FCC require only that CLECs are serving a more than de minimis number of

customers as an absolute level. As a result, even if a state experiences a decline in
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overall number of customers or resold lines being served by CLECs, a BOC can still

satisfy the requirements of Track A as long as a m~e than a de minimis number of
((ul

customers is still being served. Indeed, the FC ,lin the SBC Arkansas/Missouri

Order that ALLTEL was a "competing provider" in Arkansas despite the fact that

ALLTEL was no longer marketing its service to new customers in that state.59

Whatever the numbers of resale lines in the past, the present level of competition is

more than enough to meet the FCC's standards.

VI. CONCLUSIONS AND RECOMMENDATIONS

PLEASE SUMMARIZE YOUR TESTIMONY.

I have demonstrated that Qwest is in full compliance with the Track A requirements

of section 271 in New Mexico. Qwest has already demonstrated the existence of

facilities-based competition in the business market in New Mexico to the

satisfaction of the multistate Facilitator, and Qwest can satisfy the residential

component of Track A by establishing the existence of at least one CLEC providing

resale-based competition in the residential market. My testimony has shown that

Qwest is, in fact, able to make such a showing and thus has satisfied Track A.

Qwest has provided actual tracking counts of resold residential lines showing that,

as of September 30, 2001, CLECs in New Mexico were serving at least 1,791

Roth Test. at 3:3-5.
See SEC Arkansas/Missouri Order ~ 119.
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residential access lines via resale. In addition, New Mexico CLEes responding to

the Commission's data requests report that they are serving at least 1,380 residential

access lines via resale. Neither of the witnesses opposing Qwest in this proceeding

has challenged the accuracy of Qwest's tracking numbers or the CLEC data request

responses; on the contrary, Mr. Ripperger and Ms. Roth cite these numbers

themselves. Mr. Ripperger also concedes the existence of a single CLEe serving

over 1,300 residential lines. All of these facts, which are not in dispute, plainly

show that CLEes are serving a more than de minimis amount of residential

customers in New Mexico.

WHAT DO YOU RECOMMEND TO THE COMMISSION?

In view of the evidence presented through my testimony and that of Mr. Badal, I

recommend that the Commission issue a recommendation to the FCC that Qwest

has met Track A requirements in New Mexico for all segments of the market.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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Leap Launches Cricket Comfortable Wireless Service in
Albuquerque and Santa Fe

- Cricket Service Offers Consumers Affordable, AII- You-Can- Talk
Local Wireless Service -

SAN DIEGO - FEB. 14, 2001 - Leap Wireless International, Inc.
(Nasdaq: LWIN), an innovator of wireless communications
services, today announced the launch of its Cricket Comfortable
Wireless service simultaneously in both Albuquerque and Santa
Fe, N.M. Leap pioneered Cricket service, a flat-rate,
all-you-can-talk local wireless service designed for the mass
consumer market.

, 'The affordability and predictability of our Cricket service are
a perfect fit for both Albuquerque and Santa Fe, which are
home to a diverse population and strong contingent of college
students and active seniors," said Harvey P. White, Leap's
chairman and CEO.. 'We are confident that Cricket will be a
big hit in these new markets, as it offers consumers and local
businesses an affordable wireless alternative to traditional
landline service."

The service is available in both Albuquerque and Santa Fe, and
as an additional affordable monthly feature, customers can
have service in both markets. Leap has established this two city
service option because of the proximity of the two sister cities
and will evaluate whether it is appropriate on a case-by-case
basis for future market launches.

Leap ended 2000 with more than 190,000 Cricket customers in
markets stretching from Salt Lake City to Charlotte, N.C.

About Leap
Leap, headquartered in San Diego, Calif., is a customer-focused
company providing innovative communications services for the
mass market. Leap pioneered the Cricket Comfortable Wireless
service that lets customers make all their local calls from their
home service area and receive calls from anywhere for one low,
flat rate. Leap currently has several new services in
development, including data services designed to further
transform wireless communications for consumers. For more
information, please visit www.leapwireless.com.

Except for the historical information contained herein, this news
release contains' 'forward-looking statements," including
statements reflecting management's current forecast of certain
aspects of Leap's future. Forward- looking statements, which
are based upon certain assumptions and describe future plans,

,ii' \\1\\\ ll'ap\\lrc!css.com/prcssicontcnti200Ii02140I.hll11i
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strategies and expectations of the Company, are generally
identifiable by (he use of the words' , believe," . , expect,"
, 'intend," ' 'plan," ' 'anticip<lte," ' 'estimate," ' 'project" or
similar expressions. These statements are based on current
information, which we have assessed but which by its nature is
dynamic and subject to rapid and even abrupt changes. The
forward- looking statements in this news release speak only of
management's views as of the date of this release and we do
not undertake any obligation to update this information from
this date. Our actual results could differ materially from those
stated or implied by such forward-looking statements due to
risks and uncertainties associated with our business. Factors
that could cause actual results to differ include, but are not
limited to: changes in the economic conditions of the various
markets our subsidiaries serve which could adversely affect the
market for wireless services; our ability to access capital
markets; our ability to rollout networks in accordance with our
plans, including receiving equipment and backhaul and
interconnection facilities on schedule from third parties; failure
of network systems to perform according to expectations; the
effect of competition; the acceptance of our product offering by
our target customers; our ability to retain customers; our
ability to maintain our cost, market penetration and pricing
structure in the face of competition; uncertainties relating to
negotiating and executing definitive agreements and the ability
to close pending transactions described in this release;
technological challenges in developing wireless data services
and customer acceptance of such services if developed; rulings
by courts or the FCC adversely affecting our rights to own
and/or operate certain wireless licenses; and other factors
detailed in the section entitled' , Risk Factors" included in our
Transition Report on Form 10-K for the transition period from
Sept. I, 1999 to Dec. 31, 1999 and in our other SEC filings. The
forward- looking statements should be considered in the
context of these risk factors. Investors and prospective
investors are cautioned not to place undue reliance on such
forward-looking statements. We undertake no obligation to
publicly update or revise any forward-looking statements,
whether as a result of new information, future events or
otherwise.

###

Leap Wireless International Contacts:
Sarah Thailing, Media Relations
1-858-882-6018 (ph) 1-858-882-6030 (fax)
stha iii ng@leapwireless.com

Jim Seines, Investor Relations
1-858-882-6084 (ph) 1-619-882-6030 (fax)
kf-ines@/eapwireless.com

Bock Communications, Inc.
Jessica Levy, Media Relations
1-714-540-1030 (ph) 1-714-540-1060 (fax)
jlevy@bockpr.com
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Ignore the Ads:
Calling Prices
Are Rising Again

AT&T per-minute charge
for daytime basic
long-distance calls:
40~

the product of a competitive landscape,
which has chipped away at revenue and
eroded profits. Even the broad entrance of
the regional Bell companies into long dis·
tance isn't expected to help lower rates.
Because they will stress the convenience
of buying local and long distance together,
"they aren't going to be the lowest-cost
provider," says Brian Adamik, president
of Yankee Group, a telecom conSUlting
firm. In New York state, for example, Veri·
zon's long-distance rates are comparable
to those of AT&T, MCl and Sprint.

There are still bargains for customers
willing to opt for somewhat lesser-known
long-distance pnlviders, who often resell
the service of AT&T, Mel and Sprint at
reduced rates. Details of many of the
plans can be found at ABTolls.com.

With her bills on the rise, Mrs. Rich
recently switched to an MCI plan that of­
fers 700 minutes for a set amount each
month. "This way I know what I'm paying
each month," she says.

Long-Distance Phone Rates Are Rising Again
Continued From Page B1

just two years ago.
Fees also are on the rise, and can be

creative. In August, Sprint added some­
thing called the Carrier Property Tax to its
bills. The tax, which amounts to 1.08% of aU
interstate and international calls, is sup·
posed to allow Sprint to recover a portion of
the property taxes the company pays.

, Sprint says it makes sure to disclose all
such costs to customers before they sign up.

Perhaps the biggest fee increase is com­
ing from charges to support the federally
mandated Universal Service Fund, which
helps compensate phone companies for pro­
viding service at affordable rates to rural
and low-income customers. This month,
AT&T raised its "universal service fee" to
11.5% of monthly long-distance charges
from 9.9%, saying it needs to recoup what
it pays into the fund. MCI charged custom­
ers 7.2% and Sprint charged 8.4% in late
1999; today, both charge 9.9%.

Providers say~the recent increases are

'00'98'96

By DEBORAH SOLOMON
Staff Reporter of THE WALL STREET JOuRNAL

Terry Rich remembers when long-distance
calling was a bargain and the big phone compa­
nies fought for her business.

Those days have passed.
After the fierce price wars of the 1990s, long­

distance phone bills are steadily rising for cus­
tomers such as Mrs. Rich, of Upland, Calif. The
chief reason; Companies are tacking on fees and
monthly minimums that are, in effect, inflating
per-minute rates.

The increases are happening as the cost of
providing long-distance service is actually falling.
Technology has made it cheaper than ever to han­
dle calls, and the big long-distance companies
have benefited from cuts of more than $3 billion in
fees they used to pay to the regional phOne compa­
nies to complete calls.

"This is an enormous
mess," says Gene Kim- Going Up
melman, co-director of
Consumers Union's
Washington office.

Certainly, long-dis­
tance rates have
dropped since the tele-
com industry was de- 30
regulated in 1996, with '•• 'i.11 1111 I;
the average consumer 20 .,'.-'.

,paying $18 per month _1••••••1-
for long distance in 10
2000, down from $21 in
1995, according to the 0 +
Federal Communica­
tions Commission. But "Goes into efle<:t Feb, I
rates haven't come Sources: FCC; AT&T

down nearly as much
as people think-and are now rising once again.

For instance, Sprint Corp.'s Nickel AnyTime
plan, which advertises five cents per minute, can
cost the average customer as much as 16 cents
per minute when all the fees, minimums and
in-state costs are factored in. The plan costs five
cents per-minute anytime for long-distance calls
from one state to another. But long-distance calls
within a state can cost as much as 12 cents per
minute. On top of it, the plan charges an $8.95
monthly fee, plus other fees and taxes.

The biggest increase, though, has been in ba­
sic rates, the per-minute prices Charged to more
than 25 million customers who don't opt for a
discount-calling plan. The nation's largest provid­
ers-AT&T Corp.. WorldCorn Inc.'s MCI Group
and Sprint - have either raised or are planning to
raise their basic rates in coming weeks to as much
as 3~ cents a minute during the day from about 26
cents a minute in 2000. When AT&T's rate in­
crease goes into effect next month, evening calls
will jump to 29.5 cents a minute from today's 25
cents-and up 85% from the 16 cents it charl!ed
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Contact Us I Job Listings I Home

" PREMIER PROVIDER Of ALTERNATIVE LOCAL TELEPHONE SERVICE

: CommSouth Products &. Services

Local Service

Comm South provides local residential phone service
without:
- credit check
- deposit
- identification
- hassle

Comm South1s local phone service includes:

- unlimited local calling
- 911 emergency access

And for an additional charge, add:

- call waiting
- call forwarding
- caller ID
- non published number

The optional services listed above are our most popular.
Please check with a Comm South representative for other
available services.

Long Distance

Long Distance service coming soon

http://www.commsouth.com/products.html 1111102
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Home» Alamogordo, Nm.

New Me)

Sl,1nland Ir,
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location!

Texas

EI Paso

APPL'
APPRO'

IApply fo
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02001 Mapquest.com, Ino.; 02001 GDT. Ino.

LOCATION:
720 A South White Sands
Blvd.
Alamogordo, New Mexico
88310

TELEPHONE:
(505) 437-CASH (2274)

FAX:
(505) 439-0221

MANAGER:
Rose Rice

E-MAIL:
rrice@fastbucks.net
SERVICES:
» Payd<'lY LOl;Jns

» C<!r Title LQans

» Fax sending and
receiving

» .Copies

» Money gram
» Comm south

telephone servIce

-::J» Postage stamps

http://www.fastbucks.comlhtml/fastbucks alamogordo.html 1/11102



Alamogordo Cash Advance Info Page 1 of2

r~...c:a-rBuck$ ..
Fast Cash When You Need It! No Credit Check -

HQrne

THE COST OF CREDIT - FACTS YOU NEED TO

A SHORT TERM LOAN PROVIDES THE CASH NEEDED TO MEE
IMMEDIATE SHORT-TERM CASH FLOW PROBLEM. IT IS NOT
FOR LONGER TERM FINANCIAL PROBLEMS FOR WHICH LONl
FINANCING MAY BE MORE APPROPRIATE. YOU MAY WANT T
YOUR FINANCIAL SITUATION WITH A NONPROFIT COUNSEL
IN YOUR COMMUNITY. YOU WILL BE CHARGED ADDITIONAL
YOU RENEW THE LOAN.

Although payday loans are short-term advances intended to t
quickly, various Truth-in-Lending laws require financing disclc
expressed as an Annual Percentage Rate (APR), or the cost 01
advanced to you expressed as an annual rate. This requirem
uniformity among various credit sources, so you can compare
make the choice that is right for you.

For the example below we use a $100 loan that is due in 14 (
APR will not change based upon the amount of time your loar
Consequently if you pay later than the agreed upon date, you
more interest. There is no refund of interest for early repayrr

A B C
Annual Percentage Finance Charge Amount Financed

Rate The dollar amount the The amount of the loa
The cost of your credit credit will cost you provided to you

based on an annual rate
of interest

651.790/0 $25.00 $100.00

http://www.fastbucks.netlapr.html 1/11/02



BEFORE THE NEW MEXICO
PUBLIC REGULATION COMMISSION

IN THE MATTER OF QWEST
CORPORATION'S SECTION 271
APPLICATION AND MOTION FOR
ALTERNATIVE PROCEDURE TO
MANAGE THE SECTION 271 PROCESS

)
)
)
)
)

Utility Case No. 3269

TESTIMONY OF

DIANE F. ROTH

ON BEHALF OF

AT&T COMMUNICATIONS
OF THE MOUNTAIN STATES, INC.

REGARDING TRACK A

(PUBLIC VERSION)

DECEMBER 31, 2001



Q.

2

3 A.

4

5

6

7 Q.

8

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND CURRENT

RESPONSIBILITIES.

My name is Diane F. Roth. I am employed by AT&T as an Assistant Vice President in

the Law and Government Affairs Department. My business address is 1875 Lawrence

Street Denver, Colorado 80202. I am responsible for state government matters,

regulatory and legislative for three states: Colorado, New Mexico and Wyoming.

PLEASE DESCRIBE YOUR QUALIFICATIONS, EXPERIENCE AND

EDUCATION.

o

9 A. I have been employed in the telecommunications industry for over twenty years,

beginning my career at AT&T Long Lines in the Sales department in 1977. After

working in the Network Department, I transferred to Mountain Bell and worked in the

- 2 Marketing and Business Services departments. Shortly before the di vestiture (late 1983),

3 I joined AT&T's External Affairs department (later renamed Government Affairs), and

4 worked on state regulatory cases in Arizona and Utah. In 1995, I was promoted to

5 Assistant Vice President in the Law and Government Affairs department handling Utah

6 regulatory. In February of 1996, I accepted the position encompassing responsibilities in

7 Colorado and Wyoming. In November of 2001, New Mexico was added to my

8 responsibilities.

9 I received a Bachelor's Degree in Liberal Arts, magna cum laude, in 1977 from Colorado

o Women's College. I attended graduate school at the University of Southern California

and completed coursework toward an MBA. I attended numerous educational seminars
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3 Q.

4 A.

5

6

7

8

9

10

11

.2

.3

4

.5

6

7

8 Q.

9

:0

throughout my career including courses at the University of Michigan and the Brookings

Institution.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

My testimony examines some of the assertions made by Qwest witnesses John W. Badal

and David L. Teitizel concerning the extent to which local exchange service is provided

to residential customers in New Mexico by carriers competing with Qwest, both through

resale and other means. By examining the Qwest witness' assertions with a critical eye

for detail and common sense, I demonstrate that Qwest still has not provided sufficient

evidence to modify the conclusion in the Facilitator's report from the multi-state "271"

proceeding. The Facilitator found that Qwest has not satisfied Track A in New Mexico,

for reason of its failure to provide substantial evidence that competitors are serving

residential end users. While Qwest has provided some additional information in its

testimonies of November 16,2001, that infonnation is insufficient to prove that

residential alternatives exist and are being used by customers instead of Qwest local

service. Qwest's new infonnation is largely anecdotal. In addition, some of the new

information quite alanningly demonstrates the decline of competitive alternatives for

residential customers in New Mexico.

PLEASE EXPLAIN THE ALARMING TREND OF DECLINING COMPETITIVE

ALTERNATIVES FOR NEW MEXICO RESIDENTIAL TELEPHONE

CUSTOMERS.

:1

'2

A. What is alarming about Qwest's testimony is that it demonstrates a [PROPRIETARY:

XX %] decline in competitors' access lines that use UNE loops and resale. Qwest

2



2

3

4

5

wholesale services (i.e. UNE loops and resale access lines) declined by

[PROPRIETARY: XXXX] access lines in just five months, as shown by the following

data produced by Qwest in this case. This sharp decline in the use of Qwest wholesale

services by competitive local exchange carriers (CLECs) is evidence of a decrease in

competition.

6

7

8

9

10

(1

as of 4/30101 J

UNE loops [PROPRIETARY: XXXX]

resold lines [PROPRIETARY: XXXX]

total wholesale lines [PROPRIETARY: XXXX]

the wholesale decline between 4/30101 and 9/30101:

as of 9/30101 2

3,925

2,093

6,018

12

13

number of access lines:

percent of access lines:

[PROPRIETARY: XXXX]

[PROPRIETARY: XX %]

-14

15

Focusing only on residential resale the trend is equally alarming because residential

resale access lines have also plummeted nearly by [PROPRIETARY: XXXX].

16

17

18

19

residential resold

lines

as of 4/30101

[PROPRIETARY: XXXX]

as of 9/30/01

1,829

decline between 4/30101 and 9/30101:

number of access lines:

percent of access lines:

[PROPRIETARY: XXXX]

[PROPRIETARY: XX%]

I See Supplemental Direct Testimony of David L. Teitzel, Utility Case No. 3269, November 16,2001, (hereafter
"Teitzel Supplemental Direct") Attachment A. (Confidential)
2 See Qwest response to Data request no.04-011 of the New Mexico State Corporation Commission Staff in Utility
Case No. 3269, Attachment A. (Non-Confidential)

3
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DO YOU AGREE WITH MR. TEITZEL THAT THE NET REDUCTION IN

RESOLD RESIDENTIAL ACCESS LINES MAY JUST BE AN INDICATION OF

A SHIFT IN NEW MEXICO CLEC COMPETITIVE STRATEGIES AWAY

FROM RESALE?)

No, I believe the sharp decline in resold lines is more than just a shift away from resale.

The dramatic decline in CLEC access lines using wholesale services of Qwest, both UNE

and resale, is indicative of the decline in the entire CLEC industry. As I previously

discussed, the decline approaches 50% in less than six months, and encompasses CLEC

use of both UNE loops and resale. If that trend continues. we are likely to see the demise

of CLEC competitive services.

PLEASE COMPARE THE SUBSTANTIAL DECLINE IN CLEC ACCESS LINES

PROVISIONED THROUGH QWEST'S WHOLESALE UNE LOOP AND

RESOLD SERVICES WITH THE DECREASE IN QWEST'S RESIDENTIAL

ACCESS LINE BASE CITED IN THE AFFIDAVIT SUBMITTED WITH THE

NOVEMBER 16, 2001 TESTIMONY OF JOHN BADAL IN THIS CASE.4

Mr. Badal notes that Qwest's residential access lines decreased by 3,014 during the

period from 12/2000 through 7/3112001. By comparison, this decrease pales in

comparison to the CLEC decline I have previously explained. Because the Qwest

residential access line base is so large, the decrease in access lines amounts to less than

1%. The precise calculation is that Qwest's residential access line base only decreased

} See Teitzel Supplemental Direct, p. 7.
4 See Affidavit of John Badal, November 16,2001, page 2.

4
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3

4

5

6

7 Q.

8

9

10

11 A.

~..
12

13

14

15

16

17

18

19 Q.

by .49%. while CLEC lines provisioned on Qwest's wholesale services decreased

[PROPRIETARY: XX %]. The huge contrast in these percentages of access line

decreases makes it difficult at best for Qwest to prove its case for residential competition

under Track A. In other words, how can Qwest prove the existence of residential

competition when its retail base has barely changed, but the CLEC base has sharply

declined in a few short months?

DO YOU AGREE THAT THE SMALL DECREASE IN QWEST'S

RESIDENTIAL RETAIL ACCESS LINE BASE IS DUE TO CUSTOMERS

OPTING FOR ALTERNATIVE OR COMPETITORS' SERVICES IN NEW

MEXICO?

No. Mr. Badal provided some anecdotal infonnation about housing starts in two counties

and claimed that because housing starts in these locations had increased, Qwest had lost

customers to competitors. His analysis did not include any review of housing starts in

any other counties or localities, nor did it review any other economic indicators such as

unemployment data. Discovery responses AT&T 01-20 and 01-23 are attached to my

testimony as Attachments 1 and 2, confirm these facts. Simply put, Mr. Badal's

testimony lacks factual data to contend that Qwest lost residential customers to

competitors.

DID YOU FIND ANY ECONOMIC INFORMATION THAT THE COMMISSION

MAY WANT TO REVIEW AS AN INDICATOR TO HELP EXPLAIN THE

SMALL DECREASE IN QWEST'S RESIDENTIAL ACCESS LINE BASE?

5
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16

17 Q.

18
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Yes. According to the New Mexico Department of Labor, unemployment has increased

statewide in a one-year period from 4.9% to 5.6%. See Attachment 3 to my testimony

which is a summary the county and metropolitan statistical area unemployment rates.

This increase in unemployment in the state could help to explain why Qwest's residential

access line base decreased. Higher unemployment generally means citizens have less

income to spend. This in tum could result in a decision to disconnect from the network,

even if temporarily.

DID AT&T OBTAIN ANY OTHER INFORMATION THAT PROVIDES

ADDITIONAL INSIGHT INTO THE SMALL DECREASE IN THE QWEST

RESIDENTIAL ACCESS LINE BASE?

Yes, in discovery AT&T asked for the number of Qwest residential retail accounts that

have been suspended or disconnected because payment was delinquent or not made. The

question (01-018) and Qwest proprietary response are attached to my testimony as

Confidential Attachment 4. The response shows that in some months nearly all or all of

the decrease in residential access hnes cited by Mr. Badal could have resulted from lines

disconnected because the bills were not paid.

PLEASE COMMENT ON THE REPORT APPARENTLY PROVIDED BY THE

E911 DATABASE VENDOR, INTRADO, TO QWEST THAT IS CITED ON

PAGE 4 OF THE AFFIDAVIT ATTACHED TO THE TESTIMONY OF MR.

BADAL.

I have not seen this report. but the mention of it provokes more questions than answers in

this case, especially given the trend in wholesale services. Before relying on the

6
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3

4

5

6

Q.

characterization of the results of the Intrado report, the Commission should validate that

the data is current and accurate. Without further investigation of this alleged report, the

mere mention of it in Qwest testimony should not be used as evidence of competition.

SHOULD THE COMMISSION BE ASSURED THAT THE REPORTED

NUMBER OF RESIDENTIAL TELEPHONE NUMBERS IN THE 911

DATABASE ARE INDEED ACCURATE?

7 A.

8

9

o

2-"
3

4 Q.

5

6

7 A.

8

9

0

While one would hope so, that has not been my experience. I have worked with 911 and

E911 services in Colorado, and know that a major issue there revolves around

inaccuracies in the database in that state, also maintained by Intrado. Accordingly, I

recommend that the Commission ask for more data, and to the extent possible, audited

data from the Intrado database concerning residential telephone numbers, if this

information is going to be used to support a finding of Track A compliance by Qwest in

New Mexico.

PLEASE COMMENT ON THE TESTIMONY AND AFFIDAVIT OF QWEST

WITNESS JOHN BADAL AND HIS ASSERTIONS ABOUT CRICKET

WIRELESS SERVICE.

Mr. Badal's testimony and affidavit largely rely on Cricket Wireless Service to attempt to

make the case for Track A residential competition for Qwest. However, the vast

majority of the information he presents is anecdotal and insufficient to prove Cricket is

being substituted as a replacement for Qwest's telephone exchange services for purposes

of Track A.

7
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WHAT STANDARDS SHOULD THIS COMMISSION USE TO DETERMINE IF

PCS WIRELESS SERVICES MEETS THE TRACK A REQUIREMENTS?

The Federal Communications Commission (FCC) describes the standards that this

Commission should use to determine whether or not pes service constitutes telephone

exchange service for purposes of Track A in the Second BellSouth Louisiana 271 Order. 5

Mr. Badal's testimony references this FCC order, but in an incomplete fashion. The

order at paragraph 31 states that "evidence of marketing efforts by broadband PCS

providers designed to induce replacement" maybe relevant to an examination of Track

A compliance. However, the FCC instructs that in order to meet Track A, Qwest must:

a. Show that the PCS wireless service is being used to replace wireline service,
not just supplement it, and

b. Provide evidence such as a study or survey showing that customers are
actually subscribing to Cricket service in lieu of Qwest service.

DOES QWEST PROVIDE EVIDENCE TO DEMONSTRATE A. AND B. IN

YOUR PREVIOUS RESPONSE?

No. Mr. Badal's testimony contains three affidavits from consumers apparently using

Cricket Wireless Service as either a supplement to or replacement for Qwest local

service. Three affidavits do not constitute a study or survey in accordance with the FCC

order. Three affidavits are not conclusive evidence. We cannot tell based on the

infonnation in this case if customers are using Cricket Wireless to replace Qwest

residential local service.

5 Memorandum Opinion and Order. Application of Bel/South Corporation, BellSouth Telecommunications, Inc., and
Bel/South Long Distance Illc.,for Provision of in-Region, In/erLA TA Services in Louisialla. 13 FCC Red. 20599.
1998WUI2899, paras. 31 and 32, footnotes omitted.
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In fact, Qwest even answered AT&T data requests saying that it does not track the

number of customers who disconnected Qwest service in order to replace it with Cricket

Wireless Service. See discovery question and response AT&T 01-002 attached to my

testimony as Attachment 5.

In addition, Qwest inappropriately relies solely on a statement made by Cricket's General

Manager, John Clark, in the Albuquerque Journal on February 22, 2001 to estimate that

Cricket has taken 7% of Qwest's residential access lines as of September 30,2001°:

Clark said another Cricket bonus is that the affordable service is great for
parents who are thinking of adding a second line for the kids.

"Except it comes with the added advantage of mom and dad being able to
keep track of them," Clark said, adding that it is up to the kids to answer
the phone.

"One thing we are noticing is over 7 percent of our customers are cutting
their home phone services," Clark said.

The phrase "cutting their home phone services" could mean any number of things, from

discontinuing voice mail or other vertical services to foregoing a second hne. Qwest did

not provide any studies or statistically vahd information to show that customers are

actually subscribing to PCS wireless service in lieu of Qwest service. Qwest merely

assumes the 7 percent as a replacement for Qwest residential service without knowing

whether or not it is true. The statement that 7 percent of customers are cutting home

phone services could mean that customers may be substituting Cricket Wireless for

additional lines, in addition to perhaps, replacing Qwest wireless services. The

Commission should dismiss Qwest's unproven assumption because Qwest has failed to

6 See footnote 2.
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provide the necessary information to determine whether or to what extent Cricket

Wireless is being used to replace or supplement Qwest local residential service.

WHAT DOES THE FCC'S SECOND BELLSOUTH LOVSIANA 271 ORDER

INSTRUCT IN TERMS OF DEMONSTRATING ACTUAL CUSTOMER

BEMAVIOR TO SHOW THAT PCS WIRELESS SERVICE IS BEING USED AS A

REPLACEMENT FOR WIRELINE LOCAL SERIVCE?

The FCC s order, in paragraph 32, is clear that "(A)ctual customer behavior is more

persuasive than price comparison studies alone because of the advantages and

disadvantages associated with pes and wireless telephone service." Thus, it is

preferable to provide the results of a statistically valid consumer survey rather than a

mere price comparison when examining whether wireless pes service has become a true

substitute for land line service. Except as noted below, Qwest has failed to provide such

a survey here .

ARE THERE ADVANTAGES AND DISADVANTAGES TO USING WIRELESS

SERVICES?

Yes. There are differences in wireless services and Qwest's wireline local service.

Accordingly, they are not 100% substitutable. While wireless service has some

preferable aspects for some users of just voice communications, namely portability and

convenience, wireless has some drawbacks. One drawback is that wireless typically has

a lower transmission quality. Subsequently, calls can be subject to noise or being cut-off.

Second, wireless does not typically support data transmission or Internet usage.
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Q. HAS QWEST CONDUCTED ANY STUDIES CONCERNING CUSTOMERS'

2 EXPECTED BUYING BEHAVIORS FOR WIRELESS SERVICE?

3 A. Yes. Qwest conducted a proprietary survey, attached to my testimony as Confidential

4 Attachment 6, the survey shows that [PROPRIETARY: XXXXXXXXXXXXXXXX

5 XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX

6 XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX

7 XXXXXXXXXXXXXXXXXXXXXXX.]

8 Q. PLEASE SUMMARIZE YOUR TESTIMONY AND PROVIDE YOUR

9 RECOMMENDATION TO THE COMMISSION.

iO A. As I have detailed throughout my testimony, Qwest provided additional anecdotal

.1 information in its testimony. but this additional information is not evidence of residential

.2 competition. Therefore, the additional information is insufficient to modify the findings

.3 by the Facilitator in the multi-state 271 proceeding. Qwest has still not proven the

4 existence of residential competition sufficient to meet the Track A. Nevertheless, Qwest

5 has indeed shown that residential competition has sharply declined in five months in New

6 Mexico.

7 Accordingly, I recommend the Commission uphold the findings in the Facilitator's

.8 Report .

9 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

~o A. Yes.
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Attachment 1

New Mexico
Utility Case No. 3269
AT&T 01-020

INTERVENOR:

REQUEST NO:

AT&T communications of the Mountain States, Inc.

020

"--

Has Qwest researched new housing starts or permits for any other New Mexico
locality or county other than those provided in the Affidavit of John Badal
dated October 5, 2001? If so, please provide all back-up information,
documentation, and evidence supporting your answer.

RESPONSE:

Qwest objects to this Request because it violates the attorney-client
privilege and the attorney work-product doctrine. Qwest also objects to this
Request because it seeks information that is highly confidential, proprietary,
competitively sensitive, and not reasonably calculated to lead to the
discovery of admissible evidence. Subject to and without waiving the
objection, Qwest states: No.

Respondent: Michael Horcasitas, Staff Advocate, Policy & Law



Attachment 2

New Mexico
Utility Case No. 3269
AT&T 01-023

INTERVENOR:

REQUEST NO:

AT&T Communications of the Mountain States, Inc.

023

.'"'----.-.-

Has Qwest reviewed or researched unemployment figures for the state of New
Mexico in connection with the preparation of its case here? If so, please
provide all back-up information, documentation, studies, and evidence support
your answer.

RESPONSE:

Qwest objects to this Request because it violates the attorney-client
privilege and the attorney work-product doctrine. Qwest also objects to this
Request because it seeks information that is highly confidential, proprietary,
competitively sensitive, and not reasonably calculated to lead to the
discovery of admissible evidence. Subject to and without waiving the
objection, Qwest states: No.

Respondent: Michael Horcasitas, Staff Advocate, Policy « Law



Attachment 3

New Mexico Department of Labor
County Unemployment Rate Rankings'

AREAS OCT 2000 SEPT 2001
RATE RATE

Statewidi 4.9% 5.6%

Mora 15.7% 11.4%
Luna 15.3% 14.5%
Taos 11.3% 10.8%
Chaves 9.0% 7.8%
GuadalUfe2 8.3% 8.6%
Hidalgo 7.7% 8.7%
Catron 7.5% 5.7%
McKinley 7.4% 6.7%
Cibola 7.2% 6.8%
San Juan 7.2% 6.9%
Eddy 6.9% 6.3%
Rio Arriba2 6.6% 7.2%
Granr 6.3% 9.0%
Otero2 6.2% 6.5%
San Miguer 6.2% 7.8%
Las Cruces MSA 2

,3 6.0% 7.0%
Socorro1 5.8% 6.9%
Torrance 5.6% 5.4%
Colfax 5.5% 5.5%
Lincoln 5.2% 4.8%
Lea 4.5% 4.0%
Qua/ 4.5% 5.5%
Curry 4.1% 4.0%
Hardinl 4.0% 4.3%
DeBaca1

3.7% 5.7%
Albuquerque MSA 2,4 3.4% 4.9%
Roosevelt 3.4% 3.3%
Sierra 3.3% 5.6%
Santa Fe MSA 2

,5 2.7% 3.0%
Union 2.7% 2.3%

1 Source: http://www.state.nm.us/doVdol_crank.html
) Area Unemployment !las increased
3 Metropolitan Statistical Area - Dona Ana County
4 Metropolitan Statistical Area - Bernalillo, Sandoval & Valencia
5 Metropolitan Statistical Area - Santa Fe and Los Alamos Counties



Attachment 4

New Mexico
Utility Case No. 3269
AT&T 01-018

INTERVENOR:

REQUEST NO:

AT&T Communications of the Mountain States, Inc.

018

--

For each month from December, 2000, to the present, how many Qwest
residential local access lines in New Mexico were suspended and/or
disconnected for nonpayment?

RESPONSE:

Qwest objects to this Request to the extent it seeks confidential customer
information, the disclosure of which would violate Qwest's statutory or other
legal obligations and/or customers' constitutional, statutory, or other legal
privacy rights. Qwest also objects to this Request because it seeks
information that is highly confidential, proprietary, and competitively
sensitive. Subject to and without waiving the objection, Qwest states:

See Confidential Attachment AT&T 01-018, which displays the number of
residential accounts, by month, from December 2000 through October 2001 for
which service was suspended for non-payment, as well as the number of
accounts that were subsequently disconnected for non-payment. Note that the
accounts disconnected for non-payment were all initially suspended for
non-payment, so the numbers shown on the line entitled "# disconnections for
non-pay issued" are a subset of the numbers shown on the line entitled "#
suspensions of dialtone for non-pay issued."

Respondent: David Teitzel, Senior Staff Advocate, Policy & Law



Attachment 5

New Mexico
utility Case No. 3269
AT&T 01-002

INTERVENOR:

REQUEST NO:

AT&T Communications of the Mountain States. Inc.

002

Please provide a monthly breakdown of the number of a} residential and b)
business customers disconnecting Qwest local exchange service in order to
replace their landline local exchange service with the wireless service
offered by Cricket.

RESPONSE:

a} Qwest objects to this Request because it is not reasonably limited in time
or scope. and seeks information that is highly confidential. proprietary. and
competitively sensitive. Subject to and without waiving the objection, Qwest
states:

Unknown. Qwest does not specifically track the number of customers who
disconnected service in order to replace their landline local exchange service
with the wireless service offered by Cricket.

Qwest notes further that counting only those customers who have actually
disconnected their Qwest landline local exchange service seriously
underestimates the extent to which New Mexico customers are substituting
Cricket wireless service for Qwest landline service. Qwest's services would
not be disconnected where a residential customer has purchased Cricket'S
services in lieu of installing a second telephone line from Qwest. for
example, or where a customer uses Cricket from the outset and never
establishes landline service at all.

b} Qwest objects to this Request because it is not reasonably limited in time
or scope. and seeks information that is highly confidential, proprietary. and
competitively sensitive. Qwest also objects to this Request because it seeks
information about business customers and the business market that is
irrelevant and not reasonably calculated to lead to the discovery of
admissible evidence as a matter of law. The Commission has limited the scope
of this evidentiary proceeding to M(i} examining the information contained in
the Affidavit of John W. Badal that purports to 'document certain updated and
additional information . regarding the extent to which local exchange
service is provided to residential customers in New Mexico by carriers
competing with Qwest', and {ii} examining Qwest's evidence regarding the
nature and extent of the provision of residential local exchange service
through resale." See Procedural Order Regarding Track A at 7 quoting
Affidavit of John W. Badal at 1. Subject to and without waiving the
objection, Qwest states:

Unknown. Qwest does not specifically track the number of customers who



Attachment 5

disconnected service in order to replace their landline local exchange service
with the wireless service offered by Cricket. Qwest notes further that
counting only those customers who have actually disconnected their Qwest
landline local exchange service seriously underestimates the extent to which
New Mexico customers are substituting Cricket wireless service for Qwest
landline service. Qwest's services would not be disconnected where a
residential customer has purchased Cricket's services in lieu of installing a
second telephone line from Qwest, for example, or where a customer uses
Cricket from the outset and never establishes landline service at all.

Respondent; Michael Horcasitas, Staff Advocate, Policy & Law
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